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CAPSULE PROGRAM 
FOR 
GRADUATE AND COLLEGLli..TE SEMINAR 
(Tentathre) 
SUNDAY, JULY 30 
REGISTRATION, Maple-Willow-Larch Commons 
NOTE: Lodging will also be in Maple-Larch 
Commons 
RECEPTION, M. U. Campanile (Joint with participants 
in University Conference on Cooperatives) 
MONDAY, JULY 31 
MORNING THEME: DYNAMICS OF COOPERATIVES 
IN CHARGE: Del Miller, Executive Director 
Farmland Industries, School Div. 
Kansas City, Missouri 
"What It's All About" 
Del Miller 
''Who Needs Cooperatives" 
Owen Hallberg, Dir., Member Public Relations 
Land •o Lakes, Inc. 
Minneapolis, Minnesota 
"Scope and Structure of Cooperatives" 
Gerald Emmer, Vice President 
Houston Bank for Cooperatives 
Houston, Texas 
"Political Climate for Cooperatives" 
Clell carpenter, Vice President 
Missouri Farmers' Association 
Columbia, Missouri 
Joint Luncheon with Board of Trustees, AIC and 
Participants in University Conference on Cooperatives 
1:4 2: 15 p .m. 
2:15 - 2:45 p.m. 
3:00 - 3:30 p.m. 
3:30 - 4:00 p.m. 
4:00 - 4:30 p.m. 
4:30 - 5:00 p.m. 
6:30 - 8:30 p.m. 
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AFTERNOON THEME: HOW COOPERATIVES ARE UNIQUE 
IN CHARGE: Claud Scroggs, Dir., Econ. Research 
Southern States Cooperative 
Richmond, Virginia 
"Member Relations and Communications 11 
Jon F. Greeneisen 
Director of Information 
Farm Credit Administration, Washington, D. C. 
"Responsibility and Control" 
Chuck Ingraham, Extension Economist 
The Ohio State University 
Columbus, Ohio 
IN CHARGE: Dick Vilstrup, State Program Leader 
Agriculture and Agribusiness 
University of Wisconsin, Madison, Wisc. 
"Legal Aspects of Cooperatives" 
M.D. Zeddies, Vice President and General Counsel 
Midland Cooperatives 
Minneapolis, Minnesota 
"Finance and Taxation" 
Jack Taylor 
Farmland Industries 
Kansas City, Missouri 
"Public and Social Responsibility" 
Glenn Anderson, Executive Secretary 
Wisconsin Federation of Cooperatives 
Madison, Wisconsin 
"Ask the Speakers" 
BANQUET OF THE GENERATIONS 
"Leadership in Rural America" 
Earl L. Butz 
Secretary of Agriculture 
Washington, D. C. 
7:30 a.m. 
9:00 - 11:45 a.m. 
12:00 Noon 
2:00 - 4:00 p.m. 
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Steve Zumbach 
Former National FFA Officer 
Manchester, Iowa 
TUESDAY, AUGUST 1 
BREAKFAST 
IN CHARGE: Frank Groves 
University of Wisconsin 
Madison, Wisconsin 
"Why Work for a Cooperative" 
Owen Hallberg 
GENERAL SESSIONS, AIC 
(See AIC News for Details) 
EDUCATION AND RESEARCH LUNCHEON 
Assigned to One of the Following Adult Sectional 
Meetings: 
Topic #1 Are Cooperatives Big Enough? 
Topic #2 Can Cooperatives Generate Enough Capital--
Internal and Externa.1--to Venture and 
Grow? 
Topic 4f3 
Topic 4;4 
Topic #5 
Topic 1f6 
Topic 117 
Topic #8 
What Is the Appropriate Role of Women 
in Cooperatives? 
Are Cooperatives Living up to Their 
Community Responsibilities? 
Do Cooperatives Allow Enough Member 
Development? 
Are Present Federal Laws Adequate for 
Sound Cooperative Growth? 
Total Comnu.nications--P.R. 
Are Cooperatives Using Government and 
University Resources Effectively? 
Topic #9 Do Cooperatives Adequately Educate, 
Develop and Involve Young People? 
Topic #10 Cooperation Among Cooperatives - Where 
Do You Stand? 
4:00 - 5:30 p.m. 
5:30 - 7:45 p.m. 
8:00 - 9:15 p.m. 
8:30 - 11:45 a.m. 
12:00 Noon 
2:00 - 4:00 p.m. 
5:30 p.m. 
7:30 - 9:30 p.m. 
8:15 - 11:30 a.m. 
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Topic #11 Foreign Trade - Expanding Opportunity in 
Cooperative Development 
Topic #12 Political Action 
FARM CREDIT RECEPTION 
VIP DINNER (Invited Representatives of Sponsors) 
GENERAL SESSION 
"Wanted: An Honest Executive" 
"Chuck" Austin, Author 
Management Self-Inflicted Wounds 
Washington, D. C. 
WEDNESDAY, AUGUST 2 
GENERAL SESSIONS 
Topics: 
1. "Management Sets the Pace" 
2. "Members Make the Difference" 
3. ''Young Farmers Will Decide" 
4. "Youth--Don't Count Us Out" 
STATE COUNCIL LUNCHEON 
Assign to one of the Adult Sectional Meetings 
(See Tuesday's Program) 
OLD-FASHIONED PICNIC 
WORKSHOP 
"Solving Cooperative Problems" 
Staff and Program Committee 
THURSDAY, AUGUST 3 
GENERAL SESSION 
(See AIC News for Details) 
"It's Up to You" 
Gerald Pepper, Executive Director 
Iowa Institute of Cooperation 
Ames, Iowa 
12:00 Noon 
1:00 - 2:00 p.m. 
2:00 - 2:40 p.m. 
2:40 p.m. 
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LUNCHEON 
11Ask the Panel" 
IN CHARGE: Dick Vilstrup, State Program Leader 
Agriculture and Agribusiness 
University of Wisconsin 
Madison, Wisconsin 
PANEL: Homer Preston, Deputy Administrator 
Farmer Cooperative Service 
Washington, D. C. 
Russ Dennis, Second Vice President and 
Chairman of the Bea rd, AIC 
Dairylea, New York, New York 
Dick Maxim, Extension Economist 
Iowa State University 
Anes, Iowa 
Del Miller 
Claud Scroggs 
Owen Hallberg 
Chuck Ingraham 
Vernon Schneider, President 
American Institute of Cooperation 
Gerald Pepper 
"Getting the Job Done" 
Al Kemnitz 
F. s. Services 
Bloomington, Illinois 
ADJOURN 
AMERICAN INSTITUTE OF COOPERATION 
NATIONAL INSTITUTE ON COOPERATIVE EDUCATION 
Iowa State University, July 30-August 3, 1972 
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AGWAY INC. 
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Roger Eldridge--Route 1, White, GA 30184 
Amy Eldridge (Wife) 
Larry Eloi Primeaux--Box 20027, LSU, Baton Rouge, LA 
FARM CREDIT BANKS OF COLUMBIA 
Herbert A. Daniel, Jr.--Route 2, Claxton, GA 30417 
FARM CREDIT BANKS OF OMAHA 
Terry L. Bentley--P.O. Box 1229, Omaha, NB 68101 
FARMLAND INDUSTRIES, INC. 
Dennis Anderson--R.R.2, Ohio, IL 61349 
70803 
John M. Burgess--3315 N. Oak Trafficway, Kansas Cityi MO 64116 
Gary sams--P.O. Box 1096, ISU Station, Ames, Iowa ~0010 
Alan Roy Tubbs--Oklahoma State University, Stillwater, OK 
Ed Williams--331.S N. Oak Trafficway, Kansas City, MO 64116 
F S SERVICES, INC. 
Dennis Baustert--1604 Bryan, Apt. B, Normal, IL 61761 
Richard Johnson--121 1/2 E. Blackhawk Ave., Prairie Du Chien, 
WI 53821 
John Lyons--124 E. Roosevelt Rd., Masow City, IL 62664 
John Wenell--R.R. 2, Arlington, IA 50606 
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GEORGIA COUNCIL OF FARMER COOPERATIVES, INC. 
George L. Weaver--Central Georgia EMC, P.O. Box 309, 
Jackson, GA 30233 
GOLD KIST, INC. 
Sidney Neal Borden--Route 1, Box 395, Piedmont, AL 36272 
INDIANA FARM BUREAU COOP. ASSN., INC. 
Mark Weaver--300 S., Apt 1, R.R. 2, New Castle, Ind. 
Rick Winkler--Route 1, Box 38, Waldron, Ind. 46182 
LAKE TO LAKE DAIRY COOPERATIVE 
47362 
Mike Cook--308 Ag Hall, University of Wisconsin, Madison, 
WI 53706 
LANDMARK, INC. 
Glenn R. Abke--245 N. High St., Columbus, OH 43215 
LAND O'LAKES, INC. 
Larry Christensen--327 University Ave, Apt 202, Minneapolis, 
MN 55441 
Luis Navarro--166NW 33 Street, Corvallis, OR 97331 
LOUISVILLE BANK FOR COOPERATIVES 
Steven J. Montgornery--224 E. Broadway, Louisville, KY 
MIDLAND COOPERATIVES 
Ron Durst--P.O. Box 44, Spring Grove, MN 
Maynard P. Hughes--Technical Education Center, Box 191, 
Anoka, MN 55303 
Richard C. Perkins--P.O. Box 34, Loyal, WI 
MIDWEST BREEDERS, INC. 
Pat Cantlon--Room 301, Ag Hall, UW--Madison, WI 53706 
N.Y. STATE COUNCIL OF FARMER COOPERS., INC. 
George Allen--R.D. 1, Schaghticoke, NY 12154 
40215 
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OHIO COUNCIL OF FARMER COOPERATIVES 
Bruce Ingraham--3758 Surrey Hill Place, Columbus, OH 43220 
PRODUCERS LIVESTOCK ASSOCIATION 
John Martin--1561 Leonard Ave., Columbus, OH 43203 
SOUTHERN STATES COOPERATIVES, INC. 
John Wyckliffe Vaughan, Jr.--%Dept. of Ag Ee., VPI & SU, 
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Norbert s. Ries--Dept. of Ag Ee., Ext. Hall 219, 
Oregon State University, Corvallis, Oregon 97331 
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AIC COLLEGIATE SEMINAR 
Ames, Iowa - 1972 
By Del Miller 
THE AIC PERFORMS MANY FUNCTIONS. THIS WEEK 
YOU HAVE AN OPPORTUNITY TO EXPERIENCE ONE 
OF THEM. THIS WEEK, PERSONS INTERESTED IN 
AGRICULTURAL COOPERATIVES WILL JOIN IN 
SESSIONS DESIGNED TO FOCUS ATTENTION ON 
CURRENT PROBLEMS AND CURRENT POSITIONS OF 
THESE PROBLEMS. FURTHER, THERE WILL BE 
ALTERNATE SOLUTIONS TO MANY OF THESE PROBLEMS. 
A GREAT MANY OF THE RESOURCE PEOPLE, BUT NOT 
ALL, ARE IN A LEADERSHIP ROLE IN COOPERATIVES. 
WHO WOULD BETTER UNDERSTAND THE PROBLEMS? 
WHO WOULD HAVE GIVEN THEM CLOSER SCRUTINY? 
WHO WOULD BE IN A BETTER POSITION TO JUDGE 
SOLUTIONS TO PROBLEMS? 
THIS, THEN, IS THE POSITION YOU FIND YOURSELF 
IN FOR THE NEXT FEW DAYS. HERE IS AN 
OPPORTUNITY TO STUDY COOPERATIVES FROM AN 
OBJECTIVE POSITION. HERE YOU WILL FIND NO 
ATTEMPT TO INDOCTRINATE. AT THIS MEETING, 
THERE IS A PRESUMPTION OF INTEREST - HENCE, 
OPEN AND FREE DISCUSSION. 
YOU, \.JHO ARE HERE AS SPONSORED PERSONS TO 
THIS FIRST AIC COLLEGIATE AND GRADUATE 
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SE~INAR, HAVE A UNIQUE EXPERIENCE FOR YOURSELF 
AND A RESPONSIBILITY TO YOUR SPONSOR, FOR 
YOURSELF, AN OPPORTUNITY TO PARTICIPATE IN 
ONE OF A KIND MEETING; AN OPPORTUNITY TO TEST 
YOUR IDEAS ALONG WITH THOSE OF THE RESOURCE 
PEOPLE; AN OPPORTUNITY TO MEET PERSONS OF 
NATIONAL STATURE, BUT MOST OF ALL AN 
OPPORTUNITY TO LEARN AND EVALUATE. HOW I 
WISH I HAD HAD SUCH AN OPPORTUNITY WHEN I WAS 
IN YOUR POSITION! YOU HAVE A RESPONSIBILITY 
TO YOUR SPONSOR TO ATTEND SESSIONS, OBTAIN 
AS MUCH INFORMATION AS POSSIBLE AND THEN TO 
USE THIS INFORMATION AS IT FITS INTO YOUR 
CURRENT WORK. YOUR SPONSORS MUST HAVE 
REASONED THAT YOU WOULD AND THEY WOULD 
DIRECTLY OR INDIRECTLY BENEFIT FROM THIS 
EXPERIENCE. 
THOSE OF US WHO WERE ASSIGNED THE TASK OF 
PUTTING YOUR EXPERIENCE TOGETHER HAVE TRIED 
TO MAKE IT AN EDUCATIONAL UNDERTAKING TO FIT 
YOUR NEEDS AND THOSE OF YOUR SPONSOR. 
CONSEQUENTLY, YOU FIND YOUR PROGRAM DESIGNED 
AS A PARTICIPATING WORKING SESSION. TODAY, 
YOU ARE MEETING BEFORE THE GENERAL SESSIONS 
START. 
(WRITE ON 
BLACKBO~RD AS A 
GUIDE) 
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TODAY 1 S PROGRAM, WITH ITS TWO MAJOR 
COMPONENTS THE "DYNAMICS OF COOPERATIVES" 
AND "HOW ARE COOPERATIVES UNIQUE," IS 
DESIGNED TO FURNISH BACKGROUND INFORMATION 
TO ENABLE ALL OF US TO BETTER EVALUATE 
VARIOUS SESSIONS OF THE GENERAL SESSIONS. 
YOU WIL~ NOTE IN YOUR PROGRAM THAT SOMEONE 
FROM THIS GROUP WILL BE ASKED TO ATTEND 
SECTIONAL SESSIONS ON TUESDAY AND WEDNESDAY 
AFTERNOON. THEN WHEN MOST PEOPLE ARE 
RUMINATING AFTER WEDNESDAY'S PICNIC, WE WILL 
BE IN A WORK SESSION. ALSO, THAT WE WILL 
NOT FINISH UNTIL ABOUT 2:30 THURSDAY P.M. 
AND THAT IS THE WAY IT IS - THAT IS WHAT 
IT'S ALL ABOUT. 
NOW, WE NEED TO KNOW EACH OTHER BETTER - SO 
LET'S BEGIN BY STANDING AND INTRODUCING 
OURSELVES IN ABOUT THIRTY SECONDS EACH. 
LET'S GIVE OUR: 
NAME 
TOWN, STATE 
NAME OF COLLEGE 
IF EMPLOYED - NAME OF EMPLOYER 
SOMETHING ABOUT YOUR PRESENT WORK -
STUDENT, RESEARCH, OR WHATEVER 
SOMETHING ABOUT YOURSELF - MARRIED - CHILDREN -
IS YOUR WIFE WITH YOU? 
Gerald W. Emmer 
Houston Bank for Cooperatives 
AIC Session 
August l and 2 
ARE COOPERATIVES BIG ENOUGH? 
"A banker looks at cooperative size, growth and structure". 
To the extent that increased size is needed for increased effectiveness - and in 
my opinion, the two are very closely linked - then cooperatives should strive for 
larger size. 
In the two conmodities where "giant" cooperatives are active, the cooperatives are 
still dwarfed in size by their major non-cooperative competitors. 
a. By any measure, be it sales volume, assets, or•net worth, neither 
Land O'Lakes or AMPI are more than about 1/5 the size of companies 
like Bordens and Kraftco. 
b. The recently announced sale of 750 million dollars in grain to Russia 
... 
will be handled in increments of 20 million bushels. No single cooper-
ative can deal in that size blocks - only companies like Continental, 
Cargill, Dreyfus and Bunge. 
If farmer directors concentrate on their two main responsibilities; 
,;. .... 
setting policy direction and objectively evaluating the performance 
of management, it should be nearly as easy for them to control a 
large cooperative as a small one. 
GROWTH 
Most really effective people by nature strive for continuous growth in responsibilty, 
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skills, efficiency, scope of activity and monetary rewards. A cooperative that does 
not adopt growth as a major corporate objective will have trouble offering a compatable 
environment to its most effective people. 
At the same time, we must be cautious of mindless, undirected growth - a simple 
proliferation of goods may result in a fouled environment and an actual lowering of 
the quality of life for the very people we are trying to serve. 
Growth in effectiveness, in efficiency, in ~he long-run economic psychological well 
being of members - that is the kind of growth we ought to pursue. 
STRUCTURE 
Both large size and a heavy emphasis on growth are, I feel, essential to cooperatives. 
Yet, it may be that a critical and objective look at the structure of cooperatives 
will give us the most "bang for our buck" at this point in time. The milk people 
in AMPI, Mid America Dairymen, Inc., and Dairymen, Inc. have sh:::lwn that a relatively 
simple restructuring of cooperatives in a given field can put farmers in a much 
stronger bargaining position. 
One can't help but wonder what the grain people could do in the way of restructuring 
if they really tried. The structure of the cooperative grain industry is not too 
differefl.t from the dairy industry of just a couple of years ago. 
Getting closer to home for me, we in the Banks for Cooperatives worry increasingly 
over our ability to build net worth fast enough to adequately margin our largest 
lines of credit to single borrowers. If we assume that we should never have a loan 
to a single borrower that exceeds 1/3 of our $300 million net worth, $100 million is 
our top line of credit. Many cooperatives will, within the next few years, need lines 
of credit mu~h l•rier than that. 
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The overall Farm Credit System's net worth is nearly four times as large as the 
Bank for Cooperatives' portion alone. One can't help but wonder if more imaginative 
use of the Farm Credit System net worth for lending limit purposes doesn't hold 
m:>re promise than simply relying on growth in Banks for eooperatives System net 
worth to expand lending limits. 
ADDITIONAL CAPITAL 
When we have used the capital farmers have already invested in cooperatives to 
maximum advantage - and if cooperativeq sti11 need more capital for adt•quate size 
let's not be reluctant to ask farmers for it. 
According to the USDA Balance Sheet of Agriculture, fanners as a group are using 
less than 3 percent of their resources to invest in cooperatives - all cooperatives 
taken together. 
They have more tied up in cash and government bonds than in all cooperatives. 
They have more invested in household furnishings than in all cooperatives. 
Let's be sure we in cooperatives are using the farmer's capital wisely and well, 
and then go out and convince him to put in the money needed for us to really do 
a job for him. 
Mr. Carpenter does not make it a practice of writing a talk that he is going 
to deliver before any audience. We trust the enclosed information is adequate 
to meet your requirements. 
TOPIC - Legislative Actions Today 
MFA Orientation Seminar 
May 10, 1972 
LECTURER - 1. C. "Clell" Carpenter, Vice President, Midcontinent 
Farmers Association 
I. We know of no other farm organization in which legislation and 
related activities play any more important role than they <lo 
in MFA. 
1. MFA is among the four largest business corporations 
headquartered in Missouri. 
A. This does not include the business of the MFA Insurance 
Companies. 
2. Membership of 152,000 is many times that of any other farm 
organization in Missouri. 
A. The Midcontinent Farmers Association has helped to 
make this number possible. 
II. Politics and Legislation 
1. Legislation and administrative action by government officials 
are so closely related to political activities under present 
day conditions that it is nearly impossible to separate them. 
2. The appropriate time to establish a basis for National Farm 
Legislation is prior to the election of Congressmen and 
Senators and, yes, Presidents and Vice Presidents. 
3. Mr. Heinkel and other members of his staff appear before 
platform .committees both Republican and Democrat and urge 
the policies of the MFA to be incorporated into such platforms. 
(This year a Farm Coalition statement will serve as a base.) 
4. MFA for the past several years has had a representative at 
both of the National Conventions at which such platforms 
were adopted. 
5. We attempt to retain contact with administrative agencies 
and the Chairmen of important Senate and House committees on 
matters of particular interest to farmers. 
6. The National Congress by its very nature is generally slow to 
flr:l, and MFr\ a~::HH:lat(\l'I ih~tdf with nth<.'r farm organizations 
i:tl\tl rnmmPtlity !Ht111pl:'i t\l :<lt'\.'Urt' tlw ht'St farm l<.'gislation 
pn ... ,dhlt" (h\rm Cnul1tion) 
7. Our work at the Washington level is two-fold. First, we 
attempt to work with the Administration in power and the 
Congress in effecting National farm legislation. Our 
primary interests in this field are: 
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A. Feed Grains Program 
B. Dairy Support Program 
C. Soil Conservation Programs 
D. Adequate appropriation of funds for REA 
E. Adequate appropriation of funds for Farmers Home 
Administration and Extension Service 
F. Rural Credit needs 
G. Rural Development 
H. Tax treatment of cooperatives 
I. Programs affecting insurance costs 
J. A multitude of other legislative proposals as 
they appear 
Another primary responsibility is to work with the Executive 
and Administrative branches of the Government in promulgating 
rules and regulations to carry out the laws as passed by 
Congress. Most federal laws are broad in scope as they must 
be if they are to be made applicable to the entire SO states 
of the United States. 
[II. At the state level we represent our farm family members, all of 
whom are voters. We expect the voice of MFA to be heard. 
1. Political activities are participated in at the state level 
but always in a bipartisan fashion. We try to help elect 
state representatives and senators from the rural areas who 
actually represent the best interests of farmers with total 
disregard to party affiliation. 
2. We need to know who our friends are and when they are in 
trouble to render help, and at the same time we need to 
know our enemies, too. 
A. We know of many instances where farmers who are ardent 
Democrats have given full support to Republican 
candidates and vice versa. 
B. Our guidelines for legislation are the resolutions 
adopted at our Annual MFA Convention, but for 
additional help the State Board appoints a Legislative 
Committee. At the present time it is composed of 
Fred V. Heinkel, President; R. A. Young, Executive 
Vice President; R. J. Rosier, Secretary; A. D. Sappington, 
President of the MFA Insurance Companies, and L. C. 
Carpenter, Vice President of Midcontinent Farmers 
Association and Secretary of the Committee. This com-
mittee is responsible for overall policy and in turn 
selects legislative representatives and public affairs 
spokesmen who are responsible for carrying out polic~es 
established by the MFA Convention and the Board of Directors. 
(1) At the present time this staff is com~osed of Gus Leh~, 
representing the MFA Insurance Companies; Robert Maupin 
and myself, representing Misso:iri.Farmers Association 
and Midcontinent Farmers Association. 
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(2) The types of legislation in which we are interested 
in the Missouri General Assembly are as follows: 
(a) Ecology proposals (clean water, feed lots, etc.) 
(b) Tax increases and exemptions 
(c) Appropriations necessary for needed services 
(d) Animal disease irradication laws and regulations 
(e) Inspections of feed, seed, etc. 
( f) Dairy laws 
(g) Grain Warehouse laws 
(h) Insurance laws 
(i) Traffic safety 
(j) Highway maintenance and construction 
C. To be effective in legislative matters requires frequent 
contact and working at this program full time. 
D. We are vitally interested in the organization of the Senate 
and the House, the chairmanship of important committees, 
and who the members of these committees are. It is through 
committee action that good legislation is enacted and poor 
legislation is defeated. 
E. A legislative representative for MFA must know his business 
to be able to analyze legislation introduced, to write 
bills to be introduced, to develop proposed amendments, 
to work with committees and speak convincingly before 
committees with the final result of favorably influencing 
the vote of individual legislators. 
F. Legislative representatives must conduct themselves in 
such a manner as to command the respect of all members of 
the General Assembly regardless of their political 
affiliation. 
G. We expect to exert all the influence we can which we 
believe to be in favor of good legislation that will 
benefit farmers and to defeat bad legislation that will 
be to their disadvantage. 
(1) 
(2) 
(3) 
(4) 
We make no public endorsements of any candidates. 
Missouri Farmers Association and Midcontinent Farmers 
Association as organizations make no political 
contributions. 
Legislative matters must be approached in a positive, 
friendly attitude, never openly criticizing a 
legislator for his vote. 
Wj thout the support of our nwmh<.'rship ~ind our managers 
and our employees, our 1crislative efforts would he 
of little consequence. A publication known as the 
Beacon is published regularly and sent to 7,500 MFA 
- 4 -
employees and farm leaders within our membershin. 
Throu~h this device these people are encouraged. 
to write or see the appropriate state or federal 
official. 
(S) The National Congress is comprised of 435 repre-
sentatives, 10 of whom arc from ~issouri; lOb 
Senators, 2 of whom are from Missouri. The State 
Legislature is comprised of 163 representatives in 
the House of Representatives and 34 senators in 
the State Senate. 
(a) Today rural Missouri is faced with a tragic 
situation--the rapid decline of rural families 
and the Supreme Court mandate of the so-called 
"one man, one vote" principle is creating 
reapportionment problems, both national and 
state. 
(1) Discuss current National problems. 
(2) Discuss current State problems. 
(6) There are those who believe that we have too many 
laws on the books, and that may be true. But with 
the complex civilization in which we live today laws 
are necessary to form the rules of our society and 
to protect our lives and our property. 
(a) These basic laws are of vital importance, but it 
is equally important that the interpretation and 
administration of the law be properly carried out. 
Much time is devoted to seeing that as laws are 
administered the rights of farmers and MFA are 
protected. 
May we conclude with one basic principle. Every one of you is an 
American citizen, a citizen of Missouri, and a citizen of your local 
community. To be a good citizen you owe it to yourself, to your 
community and to your organization to keep abreast of the problems 
facing farmers. Many of these will be resolved by legislative action. 
Legislation is enacted by lawmakers; lawmakers are elected officials. 
They are elected by the people, including you, if you vote. We urge 
you to vote and to study the candidates and propositions beforehand 
in order to make the best possible choices. Make the right decision, 
but in any event be sure to vote. 
HOU COOPERATIVES AP-E UNIQUE 
Responsibility and Control* 
by 
Charles H. Ingrahao 
Extension Economist 
Business :·Ianagement 
Ohio State University 
Cooperatives are unique! Despite all the talk about 11doing our own 
thing" we are conformists - scared to death of anything that will cause 
the "Joneses" to think us different. Directors and management of some 
cooperatives are striving so hard to become "just like all other businesses11 
that they fail to recognize and capitalize upon the unique characteristics 
of a cooperative business organization and basic principles that distinguish 
the coop from other types of business firms. As a result of this failure, 
these cooperatives are losing the advantages of the unique resource inherent 
in their cooperative. People are the basic unique resource of a coopera-
tive. 
In recent years we have seen cooperatives removing the word coopera-
tive from their title. The organizers of these cooperatives used the 
word "cooperative" in the firm's name to designate that it was unique. 
Today one must have a knowledge of cooperatives to differentiate by name 
or title regional cooperatives from investor controlled agribusinesses. 
It takes courage to be unique. To continue to be unique, a firm must 
understand its matchless features and capitalize on them. 
Coops Are People 
A cooperative is a business enterprise; it is a business that is 
organized, owned and controlled democratically by people who have joined 
together voluntarily in a contractual arran~ement to provide themselves 
with needed supplies and/or services. 
Most agricultural cooperatives are chartered under state laws and 
operate under the same federal and state business laws and regulations 
as other firms. As you know, there are three basic principles that 
distinguish cooperatives from other types of corporate businesses: 
*Presentation made at Graduate and Collegiate Seminar, National Institute 
On Cooperative Education, American Institute of Cooperation, Iowa State 
University, Ames, Iowa, July 31, 1972 
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1. Cooperatives provide goods and services to members at cost. 
Savings (or net margins) above costs are returned and losses are to be 
char~ed to patrons in proportion to their individual use of the coopera-
tive. 
2. Control of the cooperative is in the hands of all its members. 
Traditionally, cooperatives operate on a one member - one vote oasis. 
However, about 25 percent of the States permit cooperatives ~o allocate 
a limited number of votes accordin;_i, to the number of shares of stock a 
member holds or the extent of his patronage. In Ohio the laws say no 
one member of a stock coop shall have more than 1/20 of the total voi::es 
and that members of non-stock coops shall have only one vote. (1729 .10-E-G) 
3. Federal and State laws specify ma.xL:ium interest rates of usually 
8% that a cooperative may pay on stock. This is to keep ownership in the 
hands of its users rather than investors who are primarily interested 
in a profitable return on their investment. 
Primary Objective of Cooperatives 
The primary objective of a cooperative is not charity, bu-.: to further 
the economic welfare of its members. Economic welfare does not merely 
refer to financial savin~s or increased monetary returns. It cuts much 
deeper and goes to the relationship of man to man in his economic life. 
Quality of product, a needed service, ownership control and the satisfac-
tion of self help are all important benefits of a cooperative and sometimes 
of more importance than the direct financial benefit which result from 
the cooperative enterprise. 
Representative Control 
The method of government of a corporation is in its nature representa-
tive, and is in some respects analogous to representative democracy. 
The governing body of all types of corporations is the board of 
directors. Me~bers of the board of directors are elected by shareholders 
and these boards in turn elect the officers of the corporation. 
Boards of directors for all types of corporations are the policy 
determining bodies of the corporation, and also the bodies which, either 
generally or specially, authorizes business transactions. 
Boards of directors of any corporation are, therefore, analogous 
to the Congress, the state legislature or city council. 
Theoretically control of the investor oriented business enterprise 
is in the stockholders on a capital ownership basis. However, the various 
devices of holding companies, voting trusts, etc. permit economic domina-
tion over the business by a relatively small group. 
Page 3 
The democratic control feature of a cooperative commonly referred 
to as one member one vote is a corporate device being used in its ori~inal 
form since historically all members of a corporation had only one vote. 
Historical accounts of cooperatives report that in the late 1800's some 
farmers gave up control of their cooperatives and lost their investment 
in their cooperative when they abandoned the cooperative principle of 
democratic control. It is reported that farmers were led to believe 
that in order to attract investments and large fart:lers they needed to 
provide for control of the cooperative on the basis of investment. The 
new firm operated for the benefit of its controllin3 investors not its 
pacrons. Most state cooperative statutes passed in the 1920's were 
very specific in protecting the democratic control features of adricul-
tural cooperatives as a result of these experiences. 
Democratic Control of Cooperatives 
The democratic control feature of a cooperative is well recognized. 
Some writers have used the term democracy to mean a society in which the 
people who compose it are their own governors, much as the policy holders 
of a mutual insurance company are their own insurers or the me.~bers of 
a marketing cooperative collectively provide their own marketing facilities. 
The membership of a cooperative has the responsibility to periodically 
check to make certain that their cooperative is still democratically 
controlled. The test is a simple one. Do the people (member-stockholders) 
rule? 
As a rule, members lose control of their cooperative because they 
abdicate their responsibility to participate in the democratic represen-
tative process that governs and controls their cooperative. 
The democratic control principle of a cooperative simply means that 
each person is entitled to only one or a minute number of votes. In a 
cooperative, people, not dollars, vote. In a cooperative the per capita 
method of voting is used. The democratic principle of the cooperative 
exists because of the positive mandate of the cooperative statute which 
has been used for the purpose of the incorporation. 
If a statute contemplates one vote for each share of common stock, 
pure democracy and control can exist by limiting ownership of each member 
to only one share or by requiring all members to own an equal amount of 
voting shares of stock. 
It does not follow that the absence of absolute equality in voting 
prevents an organization from being a cooperative. There are cooperatives 
in which the members have democratically decided and so setforth in their 
corporate papers that voting privileges in their cooperative be based 
upon patronage. Thus some cooperatives not only provide for the distri-
bution of savings on a patronage basis but also for voting and control 
on a patronage basis. 
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Thus the democratic control principle is employed in a particular 
cooperative as the owners democratically decide within the limits of 
the statute and their cor?orate papers. It way be one member one vote, 
a limited maximU<il nuraber of votes dependin~ upon the number of shares 
owned or a number of votes based on patronage. Such variations in equality 
of voting are but one factor to be conside~ed in determining the coopera-
tive character of an orzanization. The others are distribution of savin6s 
and limited return on equity capital. Certainly minor inequalitites in 
control if sanctioned by the democratic action of a majority of the member-
ship and permitted by statute does not prevent an organization from bein~ 
a cooperative. 
Democratic Re~resentative Control 
When a member of a cooperative is elected by his fellow members to 
a position on the board of directors, he faces a two-fold challen6e: 
(1) to repre~<ent stockholders or members of the business, and (2) he is 
vested by law with the responsibility to reasonably conduct the affairs 
of the business for the welfare of the cooperative. As a board r.:iember 
he has legal, general and moral responsibilities in representins stock-
holders or members of the cooperative. 
What does the word responsibility mean? Webster says, "Responsibility 
is a charge for which one is responsible or accountable. 11 A definition 
of responsibility that I like to use is, 11ResponsibiUty is the obli,t;a-
tion of an individual to carry out assi8ncd activities to the best of his 
ability . 11 
Melvin Sims, President of FS Services, said at the 1963 AIC meetin8, 
"To define the responsibilities of the directors in one statement we 
mi::;ht say, 'To exercise sound judgment on key and significant matters. 111!) 
Nelda Griffin of FCS described cooperative directors as a committee and 
said, "Of course, the board of directors itself is in reality a committee--
a top level decision-making committee. As a committee elected by the mem-
bership, the members of the board of directors of a farmer cooperative 
share full responsibility for ma.kin~ overall policy decisions and are by 
law accountable to the membership. w!:} 
The acceptance of an obligation by an individual to perform work on 
or carry out assignments creates his responsibilities. Therefore, when 
the member of the cooperative who has been elected a director accepts 
the position, he implies that he recognizes the responsibility of the 
position, the specific responsibilities setforth in the cooperatives 
bylaws and agrees to diJcharge these responsibilities to the best of his 
ability. 
1/ Melvin Sims, President, FS Services, Inc., News of Farmer Coopera-
tives-; March, 1963 
2/ Nelda Griffin, Director's Committees of Farmer Cooperatives General 
Report 85, Farmer's Cooperative Service, USDA, November, 1960 
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A board of directors is the governinr:: body of a corporation le3ally 
created under state statutes and issued a uicharter 11 • The state statutes 
sives the directors authority ro exercise all the powers of the corporation, 
limited only by any conditions setforth in the statute and the corporations 
bylaws. 
Members of the cooperative elect a director to a position of trustee-
ship. In effect, they le~ally place their financial interests in the 
cooperative in the hands of the director ~hey elect. 
Cooperative Directors Represent People, Not Dollars 
Cooperative directors do not !11.ake decisions for themselves but for 
the total membership of the cooperative. As a director of a cooperative 
it is his duty to vote for the best interest of the total menbership, 
not for his own interest. In this respect his power to vote as a director 
is entirely different from that of a general corporation board member 
who may quite properly vote to serve his own interest as a ma.jar investor 
or an agent for a few major investors. 
The position of director in a cooperative differs from that of a 
director of an investor oriented business. Directors of non-cooperatives 
are usually the principle owners of the firm, and they may serve not only 
as a director of their firm, but also as an executive or mana8er. The 
director of a cooperative is elected democratically without resard to 
his investment in the cooperative. In fact the total investment of the 
president of a cooperative usually needs to be only one membership fee 
or one share of stock. The president of an a&ricultural cooperative is 
pLohibited by statute and bylaws from owning sufficient voting shares 
of stock to assure his reelection to the board let alone assurin~ him 
of the presidency. The cooperatives ownership is not controlled by the 
board of directors as is often the case in the general corporation. 
Coop Financial Control 
The directors of a cooperative have important financial functions. 
They should exercise budgeting control and in conjunction therewith should 
study and cause to be audited all financial reports. They have the 
responsibility of returning the net margins or assigning the losses to 
the patrons on a patronage basis. 
Members, if they are going to control their cooperative, must provide 
a reasonable amount of the necessary capital. 
Coop Directors Inform Members 
The director of a cooperative has the responsibility of keeping 
the coop membership informed as to the activities of the cooperative. 
This responsibility is shared, however, with members who have the respon-
sfoility of seeking out this information by reading reports and attending 
•11Pel ins~. th~ 1 <'Opera( htr> m~mh~rAhir n;·Q ~l:rn responsible for the prudent 
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use of information they receive about their cooperative. ~ cooperative 
gives a report of its affairs, activities and future plans to all members. 
Non-cooperatives may need only to inform the major investors of ~he firm 
of their activities and future plans. These major investo~s r:ia.y all be 
members of the board of directors. 
Coop Directors are Members 
The director of a cooperative must recognize that, except when the 
board is in formal meeting, his authority is equal only to the ri3hts 
and authority of any individual member of the cooperative. This applies 
to each director of a cooperative regardless of the position he may hold on 
the board. Directors of investor oriented firms by virtue of their 
ownership control of voting stock are the major owners, major decision 
makers, major controllers of the firm and personally may hold the votes 
necessary to back up his position. 
As individuals, the members of the board of directors of a cooperative 
have no authority to act for, or bind the corporation, unless they are 
duly elected or appointed to do so in a legal meeting of the board of 
directors. 
Some statutes provide for and some cooperatives have outside directors 
who may not meet the requirements of membership, such as being a producer 
of agricultural products. Some positions are usually limited in number 
and designated to represent the general public. 
Members of Cooperatives Deserve The Directors They Elect 
Members of a cooperative deserve the directors they elect to represent 
them and their interest in the cooperative and once elected, cooperative 
directors deserve the support of the membership that requested that they 
take time from their farming operation to manage the affairs of their 
cooperative. 
A distinctive feature of the cooperative is the closer relationship 
between the business entity and its patron than that characterizing other 
forms of business. This closer relationship between the cooperative and 
the patrons is governed by the provisions of the statute, articles of 
incorporation, bylaws and membership contract. The relationship may be 
one of agency, trustee, or otherwise fiduciary in character depending 
upon the terms setforth in the corporate papers or statute. Since there 
can be as many variations in the terms it is difficult to 3eneralize. 
To determine the exact nature of the relationship one must examine separately 
the rights and obligations setforth in each specific case. 
Cooperatives Are Unique 
Cooperatives are unique. They are people; people working together. 
It is the responsibility of directors to capitalize on the uniqueness of 
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cooperatives. Directors must not only effectively represent these people 
but continually keep them informed and involved in the cooperative. I{ 
a director fails to do so, stockholders have the responsibiljty to select 
a director who will discharge his responsibilities. 
Fl. D. ZEDDIES 1 PRE~ENTA'lION·To A. I. C. on JUI .. Y 31, 1972, at Arnes, lowa. 
LEGAL ASPECTS OF COOPERATIVES 
Cooperatives are probably the greatest socio-economic invention created by 
the mind of man. They are among the few forms of economic institutions in which 
a democratic approach to the solution of economic problems is inherent. Like 
our own government, cooperatives are representative democracies, with somewhat 
narrower goals. 
Democracy has been aptly described as government by discussion, and this 
description appropriately describes the goverrur.ent of cooperatives. 
If we understand the basic principles that motivate cooperative enterprise, 
it will be much easier to understand the legal aspects of cooperatives. The 
important principles which motivate cooperative enterprise and which form the 
architecture for the government of cooperatives are embraced, for the most part, 
in the cooperative principles that were set forth by the cooperators who estab-
lished the first cooperative on Toad Lane in the British Empire in about 1837. 
These principles involve approximately the following: 
1. Open Membership (Exception: Tax Exempt Farmers' Co-op.) 
2. One Member - One Vote 
3. Limited Dividends Paid on Capital. 
4. Profits, or savings, are returned to the patrons on the basis of patronage 
or according to use. 
5. They sell for cash at competitive or market prices - this rule has been 
somewhat tarnished by the extension of credit. 
6. They are neutral in race, religion, and politics. Although co-ops are non-
partisan, they can hardly remain neutral on issues affecting their members. 
7. They educate constantly and exp~nd continuously. 
We in America are often referred to as a nation of equals, yet many are 
considerably less equal than others. This becomes apparent when we consider 
the poorest fifth of the u. s. Population receives only 4% of the nation's annual 
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income, and the next poot'est fifth only 11%, while the richest fifth gets 45% 
and the individual stockholders in that fifth own about two-thirds of all stocks 
held by individuals. 
In the business wot>ld the inequalities at'e even mot'e striking. Of the 
nearly two million cot'pot'ations in the U. S., 1/10 of 1% controls 5596 of the 
total corporate assets; 1.1% controls 82% of all corpot'ate assets. These statis-
tics are taken from the observations of Herbet>t J. Gans, Professor of Sociology 
at Columbia University. He also obset'ves that the statistics as to income and 
assets of individuals have not changed noticeably in the last sixty years. I 
submit that the realities of our inequalities overwhelmingly establish a clear 
and present need for cooperatives. They also establish that the corporate prin-
ciple of one member-one vote is still a revolutionary idea that has not gained 
acceptance in the business commWlity. It is little wonder that cooperatives 
are the most misundet>stood form of business entet>prise in modern society. 
Comiug uow Lo Lh~ legal aspects of cooperatives, we may make a few general 
obse!'vations. 
Cooperatives are joint enterprises composed of individuals or corporations 
or both. They are generally established in corporate form, and are not dissimilar 
from other forms of business corporations in structure. Like other corporations, 
the cooperative is an artificial person, separate and distinct from its employees, 
officers and stockholders in the eyes of the law of the land. As an artificial 
person, it is a creature that exists only in the contemplation of law. As a 
corporation it is unlike a partnership in that liability of the corporation does 
not extend to the members, and the corporation is itself a separate taxing unit. 
The corporate form is old, probably originating with the Greeks. We know 
that it existed in England prior to the Norman conquest in 1066 A. D. Churches 
were among the first corporate organizations. The really large trading corpora-
tions began during the middle of th~ 17th centllX'y i11 England. One example is 
the Hudson Bay Company which is still in existence. 
Because corporations are "creatures of law, 11 they owe their very existencf;:! 
' to law. Listed below are a nwnber of the major statutory regulations with 
which you should be familiar. These are classified under various headings re-
lating to the different phases of legal regulation involved. 
Power to Create 
Always resides in the sovereign (State or Federal). 
Generally, what the State has power to create it has power to destroy. 
Corporation has only the power given to it by law. 
Corporations affected by many laws beside corporation statutes. 
Example: Tax law, Blue Sky laws, Licensing, Fair Trade, Anti-Trust, etc. 
Only persons can form a corporation. 
Charter and Bylaws 
Charter is issued by the State. 
Charter is certificate of authority to do business. 
Charter recites name, aims, objectives, general nature of business, capital 
struct~rc, dill.~ation, governing body. 
Charter plus law equals source of authority. 
Charter, also known as Articles of Incorporation, must be signed by individual 
incorporators, although corporations may be members. 
Bylaws are rules of conduct established by members for guidance of officers 
and directors. 
Bylaws can be amended by members at any annual meeting or at any special 
meeting called for that purpose. 
Articles of Incorporation can be amended by members at any annual or special 
meeting, but must be filed with the State. 
Capital Stock 
Most associations are stock corporations; i.e., issue capital stock. 
May be fol"ITled as membership organizations without capital stock. 
Share of capital stock is personal property of member and represents ownership 
of part of the corporation. 
Capital stock is not a debt of the corporation. 
Capital stock may have par or stated value, but c'annot be sold for less than 
par or stated value. 
Association may issue stock for cash, in payment of patronage refunds, in 
payment for services or for anything having value equal to par value. 
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Capital stock,not being a debt, is not entitled to receive interest. 
A holder of stock may or may not be entitled to dividends, depending ·an pro-
visions of Articles of Incorporation. 
Dividend is a division of earnings not to be confused with interest. 
A stock corporation cannot exist without capital stock. 
Only the Board of Directors can authorize issuance, redemption, exchange, or 
purchase of association capital stock. 
Power to redeem and issue capital stock cannot be delegated by the Board of 
Directors to an employee. 
Rights of Members 
Choose and remove directors. 
Amend Articles of Incorporation with the qualification that majority members 
cannot change the character of the organization without consent of the minority. 
Adopt or amend Bylaws. 
Enforce compliance of officers and directors with Articles of Incorporation, 
Bylaws, and State law. 
Hold officers and directors accountable for losses resulting from mismanage-
ment o~ illegRl ac~s. 
Bring suit to protect association from wrongs of officers, directors, other 
members, and others. 
Enforce equitable treatment of members. 
Challenge right of officers and directors to act as such. 
Examine books and property in good faith. 
Receive dividends fixed by Articles of Incorporation. 
Dissolve the corporation. 
Board of Directors 
All powers not specifically reserved to members are in the Board of Directors. 
The Board of Directors has collectively all powers that association has under 
law. 
Although powers are executed by officers, agents, and employees, authority 
for their acts is found in the Board of Directors. 
The Board of Directors expressly or by implication establishes policies and 
determines acts to be performed and methods to be followed for officers and 
employees. 
A majority of the Board constitutes a quorum. 
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The Chairman usually votes only in case of a tie. 
A director of a cooperative must be a member. 
Compensation is set by stockholders. 
The Board of Directors can act only in a meeting and can bind association 
only by collective action. 
Directors and officers are agents who must keep within the powers confer1'ed 
by the Charter and Bylaws or become personally liable. 
A member of the Board can be removed only by stockholders at a duly held 
stockholders' meeting and then only for cause. 
Officers and Employees 
Terms and compensation are set by the Board of Directors. 
Officers and employees have no authority except such.as is conferred by the 
Board of Directors. 
An officer may bind the association illegally, but in doing so may incur a 
personal liability to the association. 
Members' Meetings 
Required by law to be held annually. 
Special meetings may be called by the members or by the Board of Directors. 
A quorum is generally 100/o of the members or 50 members, whichever is less, as 
prescribed by law and the Bylaws. 
Each member has one vote regardless of number of shares owned. 
Members can act only in a meeting. There is no proxy voting. 
Taxes 
A cooperative association, being a corporation, is taxed as a legal entity, 
separate and apart from its members. 
A cooperative association pays all taxes at the same rates and, with minor 
exceptions, under the same rules and regulations as any other corporation. 
~istribution of Earnings 
Earnings are distributed among patrons on the basis of patronage, in contrast 
to profit corporations where earnings are divided among stockholders in pro-
portion to stock ownership. There must be a patronage contract in the Articles~ 
Bylaws, or separately. 
Earnings must be distributed at least once each year. 
Ea1'nj.11gs must be distributed by Board resolution before the end of the fiscal 
year. 
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Distribution of earnings must be completed by giving notice to distributees 
within 8~ months following the close of the fiscal year. 
Distribution of earnings in capital stock, stock credits, patronsT equity 
reserves, capital equities, merchandise, cash or any other media is deemed 
a sufficient distribution for tax purposes, provided that at least 20% is 
paid in cash. 
Earnings distributed in any form are considered constructive receipt of income 
to distributee in the year in which received. 
Blue Sky Laws (Securities Acts) 
Laws applying to sale of securities affect cooperatives as well as other 
corporations. 
Tax exempt cooperatives are not required to register capital stock with State 
Securities Commission, or Federal. 
All interstate sales of capjtal stock are subject to Federnl securities regul-
ations unless the cooperative is exempt from income taxes under the Internal 
Revenue Code. 
nFINANCE AND TAXATIONn 
MEMBERS OF COOPERATIVES FINANCE THEIR COOPERATIVELY OWNED 
BUSINESS BY USING ALL OF THE STANDARD METHODS EMPLOYED BY OTHER 
BUSINESS CORPORATIONS, AND IN ADDITION, A FEW THAT ARE UNIQUE TO 
COOPERATIVES, 
THREE IMPORTANT SOURCES OF CAPITAL ARE: 
1. MEMBERS WHO INVEST IN THE COOPERATIVE TO GET NEEDED 
SERVICES. 
2. NON-MEMBER PATRONS AND INDIVIDUALS AND ORGANIZATIONS 
THAT INVEST IN THE COOPERATIVE TO EARN DIVIDENDS OR 
BECAUSE THEY ARE INTERESTED IN THE WELFARE OF THE 
COOPERATIVE, 
3. LOANS FROM SUCH LENDING AGENCIES AS THE BANK FOR 
COOPERATIVES OR A COMMERCIAL BANK, 
INVESTING INITIAL CAPITAL IS A BASIC MEMBER RESPONSIBILITY, 
THESE INITIAL INVESTMENTS ARE ACTUALLY EVIDENCE OF GOOD FAITH 
IN THE MEMBERS, AFTER SUCH CAPITAL INVESTMENTS REACH A CERTAIN 
LEVEL, THEY ARE OFTEN USED AS A CREDIT BASE IN APPLYING FOR A 
LOAN, 
THE MEMBER'S SHARE OF INITIAL CAPITAL SHOULD BE LARGE ENOUGH 
TO MAKE THEM REALIZE THEY HAVE A FINANCIAL STAKE IN THE BUSINESS 
TO PROTECT, IT SHOULD BE A SIZABLE PROPORTION OF TOTAL NEED IN 
ORDER THAT OPERATING CONTROL WILL REMAIN WITH THE MEMBER, ALSO, 
NO CREDIT SOURCE WOULD BE LIKELY TO TAKE FINANCIAL RISKS IN A 
COOPERATIVE IF ITS MEMBERS DEMONSTRATED UNWILLINGNESS TO DO SO, 
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IN A CAPITAL STOCK ORGANIZATION, MEMBERS RECEIVE STOCK 
CERTIFICATES AS EVIDENCE OF THEIR OWNERSHIP INTEREST, MORE THAN 
ONE TYPE OF STOCK MAY BE ISSUED, BUT USUALLY NO MORE THAN TWO 
TYPES ARE NECESSARY. MOST STOCK COOPERATIVES ISSUE ONE SHARE OF 
COMMON STOCK PER MEMBER TO SHOW MEMBERSHIP. PREFERRED STOCK IS 
ISSUED TO SHOW ADDITIONAL CAPITAL CONTRIBUTIONS. 
COMMON STOCK IS USUALLY THE VOTING STOCK. PREFERRED STOCK 
IS GENERALLY NON-VOTING. 
NON-CAPITAL STOCK ORGANIZATIONS ISSUE SOME KIND OF CERTIFICATE-
SOMETIMES A REVOLVING FUND CERTIFICATE-TO SHOW CAPITAL CONTRIBUTION 
OF MEMBERS. 
THE CAPITAL STRUCTURE USUALLY IS KEPT AS SIMPLE AS POSSIBLE. 
THE PAR VALUE OF COMMON STOCK IS USUALLY $5, $10, OR $20 AT 
INCORPORATION, HOWEVER, IN RECENT YEARS, SOME ASSOCIATIONS HAVE 
GONE TO A $100 AND EVEN $500 PAR VALUE ON SHARES OF COMMON STOCK. 
TOTAL CAPITAL NEEDED BY A COOPERATIVE DEPENDS ON SUCH FACTORS 
AS VOLUME OF BUSINESS, TYPE OF SERVICE IT PROVIDES, KIND OF PHYSICAL 
FACILITIES NEEDED, NATURE OF COMPETITION IT FACES, AND THE DEGREE 
OF RISK IT TAKES IN THE DAY-TO-DAY CONDUCT OF ITS BUSINESS. Two 
KINDS OF CAPITAL ARE USED: fIXED AND OPERATING. fIXED CAPITAL IS 
MONEY TO BUY SUCH THINGS AS LAND, BUILDINGS, AND EQUIPMENT, OPERATING 
CAPITAL IS THE MONEY REQUIRED TO KEEP THE BUSINESS GOING-THAT IS-
OBTAINING FARM SUPPLIES, PAYING THE LIGHT AND WATER BILLS, PAYING 
THE EMPLOYEES, AND BUYING THE OPERATING SUPPLIES-SUCH AS OFFICE 
SUPPLIES AND MISCELLANEOUS ITEMS, 
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OPERATING CAPITAL LOANS GENERALLY ARE SHORT OR MEDIUM TERM 
LOANS, THE MEDIUM TERM LOANS SUPPLEMENT THE COOPERATIVES OWN 
CAPITAL FUNDS, THE SHORT TERM LOANS ARE GENERALLY SEASONAL IN 
CHARACTER. THEY FINANCE SEASONAL INCREASES IN INVENTORIES AND 
ACCOUNTS RECEIVABLE, AS EXAMPLES, 
COOPERATIVES MOST OFTEN OBTAIN OPERATING CAPITAL LOANS FROM 
THE BANKS FOR COOPERATIVES, 
LONG TERM CREDIT FROM BANKS FOR COOPERATIVES OR OTHER OUTSIDE 
SOURCES IS THE USUAL WAY OF ACQUIRING PART OF THE MONEY TO CONSTRUCT 
BUILDINGS AND BUY EQUIPMENT OR PLANT SITES, 
THE REVOLVING CAPITAL FINANCING PLAN IS WIDELY USED BY 
COOPERATIVES •. THE SOURCE OF FUNDS FOR THE PLAN IS FINANCIALLY 
SUCCESSFUL DAILY BUSINESS OPERATION. 
HERE IS HOW IT WORKS: 
As A MEMBER DOES BUSINESS THROUGH HIS COOPERATIVE, HE 
AUTHORIZES THE COOPERATIVE TO USE A PORTION OF THE MONEY THAT THE 
COOPERATIVE HAS ACCUMULATED OR SAVED THROUGH HIS PATRONAGE, 
ESSENTIAL TO THE CONCEPT, OF COURSE, IS THE FACT THAT THE COOPERATIVE 
DOES INDEED ACCUMULATE A SAVINGS, 
THIS MONEY IS IDENTIFIED AS A CAPITAL INVESTMENT OF THE 
MEMBER AND IS USED FOR CAPITAL PURPOSES, 
THE MONEY THUS RECEIVED BY THE COOPERATIVE FROM PATRONS 
I IS CREDITED TO THE MEMBER ON THE COOPERATIVE S BOOKS AT THE END 
OF THE YEAR, AND THE MEMBER IS NOTIFIED OR ISSUED SOME EVIDENCE 
OF THE TOTAL AMOUNT HE HAS INVESTED IN COOPERATIVE CAPITAL FOR 
THE YEAR. 
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THE CAPITAL ACCUMULATED IN THIS MANNER THEN MAY BE TREATED 
AS A "REVOLVING FUND." THE FUNDS MAY BE USED FOR REPAYMENT OF 
DEBT, EXPANSION, OR FOR SUCH OTHER CAPITAL PURPOSES AS AUTHORIZED 
BY THE BOARD OF DIRECTORS, As SUCH FUNDS CONTINUE TO BE ACCUMULATED, 
THE BOARD AUTHORIZES THE REPAYMENT OF FUNDS TO THOSE MEMBERS WHO 
CONTRIBUTED FUNDS IN THE PAST, 
REPAYMENT USUALLY GOES FIRST TO THOSE MEMBERS WHOSE CONTRIBUTIONS 
ARE THE OLDEST IN THE REVOLVING FUND, NORMALLY, EACH YEAR 1 S 
CONTRIBUTIONS ARE ISSUED IN NUMERICAL SERIES, THUS THE OLDEST 
OF THE NUMBERED SERIES COME UP FOR REPAYMENT FIRST, 
As A GENERAL RULE, THE MEMBER'S EVIDENCE OF REVOLVING FUND 
CONTRIBUTIONS DOES NOT HAVE A SPECIFIED REPAYMENT DATE, RATHER 
THE BOARD ESTABLISHES REVOLVING FUND PERIODS AFTER TAKING INTO 
ACCOUNT THE ASSOCIATION'S FINANCIAL REQUIREMENTS, SOME COOPERATIVES 
HAVE TRADITIONALLY REVOLVED FUNDS ON A REGULARLY SCHEDULED BASIS 
SUCH AS 5, 7, OR 10 YEARS, THESE TIME PERIODS ARE NOT LEGAL 
REQUIREMENTS,BUT THEY ARE CONSIDERED AS MORAL COMMITMENTS ON 
THE PART OF THE COOPERATIVE, 
THE REVOLVING CAPITAL PLAN CREATES SOME MEMBERSHIP PROBLEMS-
PARTICULARLY WHEN IT STOPS REVOLVING, AGAIN, THE SOURCE OF FUNDS 
FOR A REVOLVING FUND IS FINANCIALLY SUCCESSFUL DAILY OPERATIONS 
OF THE COOPERATIVE ENTERPRISE, WHEN DAILY OPERATIONS CEASE TO BE 
SUCCESSFUL, FUNDS CEASE TO BE AVAILABLE, AND THE REVOLVING FUND 
SLOWS DOWN. IF UNSUCCESSFUL DAILY OPERATIONS PERSIST, THE COOPERATIVE 
WILL FIND ITSELF NO LONGER REVOLVING FUNDS, BUT SETTLING ESTATES 
AND SUBSEQUENTLY UNABLE TO DO EVEN THIS. 
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THE PROBLEM OF BUILDING PERMANENT CAPITAL IN A COOPERATIVE 
WHILE AT THE SAME TIME RETIRING MEMBERS EQUITY IS UNIQUE AND IS ONE 
OF THE MOST PRESSING PROBLEMS FACING FARMLAND INDUSTRIES' MEMBER 
ASSOCIATIONS TODAY-ONE IN WHICH FARMLAND HAS TAKEN A PARTICULAR 
INTEREST TO THE POINT OF CONDUCTING A SERIES OF MEETINGS WITH THE 
MEMBERSHIP RECENTLY ON THE SUBJECT AND SUBSEQUENTLY MAKING ADJUSTMENTS 
IN ITS OWN EQUITY RETIREMENT PROGRAM FOR LOCALS, 
WE FOUND IN THIS SERIES OF MEETINGS A GREAT DEAL OF INTEREST 
ON THE PART OF MEMBERS IN RETIRING THE MEMBERS EQUITY OR OWNERSHIP 
ON THE BASIS OF HIS INDIVIDUAL AGE RATHER THAN ON THE BASIS OF 
THE OLDEST REVOLVING FUND CERTIFICATE, 
IN MANY COOPERATIVES, THE AMOUNT OF ANNUAL OPERATING SAVINGS, 
WHICH IS THE SOURCE OF FUNDS FOR THE REVOLVING FUND PROGRAM, HAS 
DECLINED TO THE POINT THEY ARE NO LONGER REVOLVING THE EARNED 
MEMBERS EQUITY BUT ARE, IN FACT, SETTLING ESTATES. THIS LEADS 
TO THE CHARGE THAT, nyOU HAVE TO DIE TO GET YOUR MONEYu AND, IT 
HAS SUBSTANCE WHEN PRESENTED IN THIS CONTEXT. YouR FIRST STEP IN 
SOVLING THIS PROBLEM, OF COURSE, IS TO MAKE THE NECESSARY ADJUSTMENTS 
IN OPERATIONS TO ONCE AGAIN GENERATE A SAVINGS, BUT WE FEEL IT IS 
TO THE ADVANTAGE OF BOTH THE MEMBER AND THE ASSOCIATION TO MAKE 
FURTHER ADJUSTMENTS, THAT IS, TO INCREASE THE PERCENTAGE OF SAVINGS 
PAID IN CASH TO THE 50% LEVEL AND USE THE REMAINING 50% OF SAVINGS 
TO RETIRE MEMBERS EQUITY BEGINNING AT AGE 65 AND OVER A PERIOD 
OF TIME COMMENSURATE WITH THE OBJECTIVES OF THE ASSOCIATION• 
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NORMALLY, AN ASSOCIATION ADOPTING THIS PHILOSOPHY WILL NEED TO 
MOVE GRADUALLY TOWARD THE 50% CASH AND AGE 65, FARMLAND'S POLICY IS 
ESSENTIALLY THAT IT WILL MATCH THE LOCALS PROGRAM-THAT IS-FARMLAND 
INDUSTRIES WILL PAY ITS PROPORTIONATE SHARE OF THE MEMBERS OWNERSHIP 
IN HIS ASSOCIATION ON THE SAME BASIS AS THE LOCAL PAYS THE MEMBER, 
TAXATION OF COOPERATIVES HAS RECEIVED A GREAT DEAL OF PUBLICITY 
OVER THE YEARS, 
DETRACTORS OF COOPERATIVES, USUALLY REPRESENTATIVES OF 
COMPETING BUSINESSES, HAVE GONE SO FAR AS TO IMPLY THAT CO-OPS 
PAY NO TAXES AT ALL, THIS IS COMPLETELY UNTRUE AND IS EASILY 
DISPROVED BY CHECKING THE TAX RECORDS, IT IS SURPRISING HOW MANY 
PEOPLE, INCLUDING FARMERS, WITHIN THE TRADE AREAS OF OUR 
COOPERATIVES BELIEVE THIS TO BE TRUE, ACTUALLY, IT HAS BEEN FOUND 
THAT MANY CO-OPS PAY MORE PROPERTY TAX THAN COMPETING BUSINESSES 
BECAUSE THEIR FINANCIAL REPORTS ARE MORE WIDELY CIRCULATED AND 
SUBJECT TO EASIER EXAMINATION. CO-OPS PAY PROPERTY TAXES, PAYROLL 
TAXES, WHEEL TAXES, SALES TAXES, FRANCHISE TAXES, AND INCOME 
TAXES JUST AS OTHER BUSINESSES AND AT THE SAME RATE. 
CO-OPS ARE NOT A SEPARATE KlJiD. OF TAXPAYER. AN ACCOUNTING 
TEXT LIST FOUR KINDS: 
1. INDIVIDUALS 
2. CORPORATIONS 
3, [STATES 
4. TRUSTS 
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ALMOST ALL COOPERATIVES ARE ALSO CORPORATIONS AND THE TAX 
LIABILITY IS FIGURED THE SAME WAY, THERE ARE ONLY TWO INCOME TAX 
BALE. STRUCTURES, INDIVIDUAL AND CORPORATE, So THE REAL ISSUE IS 
NOT FOUND HERE, 
THE REAL ISSUE CONCERNS THE TAXABILITY OF THE PATRONAGE REFUNDS, 
OPPONENTS OF COOPERATIVES INSIST THAT THE AMOUNTS ALLOCATED TO 
PATRONS OF COOPERATIVES ARE TAXABLE INCOME TO THE COOPERATIVE, 
CO-OP LEADERS INSIST THAT PATRONAGE REFUNDS ARE NOT INCOME TO T~E 
CO-OP BUSINESS BUT BELONG TO THE PATRON, THEREFORE, ARE TAXABLE 
INCOME TO THE PATRON, THIS INCLUDES REFUNDS PAID IN CASH AND THOSE 
PAID IN SOME FORM OF ALLOCATED, BUT RETAINED, SAVINGS, 
SINCE THE FOCAL POINT OF THE ATTACK ON COOPERATIVES REVOLVES 
AROUND THE TAXABILITY OF PATRONAGE REFUNDS TO THE CO-OP, LET'S TRY 
TO SHED A LITTLE LIGHT ON THE PROS AND CONS IN THIS AREA, THE 
PRINCIPAL REASON BEHIND THE ARGUMENT THAT CO-OPS SHOULD PAY CORPORATE 
INCOME TAXES ON ALLOCATED PATRONAGE REFUNDS SEEMS TO BE THAT 
DIVIDENDS PAID TO STOCKHOLDERS BY PROFIT-TYPE CORPORATIONS ARE 
DOUBLE-TAXED, 
THE CORPORATION, INCLUDING THE NON-EXEMPT COOPERATIVE1 PAYS 
INCOME TAXES ON DIVIDENDS DECLARED, AND THE STOCKHOLDER ALSO PAYS 
INCOME TAXES ON THESE DIVIDENDS WHEN HE RECEIVES THEM. Bur SHOULD 
A PATRONAGE REFUND BE TREATED THE SAME AS A DIVIDEND? 
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THOSE WHO SAY THAT PATRONAGE REFUNDS SHOULD BE TREATED THE 
SAME AS CORPORATE DIVIDENDS IGNORE SOME BASIC DIFFERENCES BETWEEN 
CO-OPS AND OTHER BUSINESSES, COOPERATIVES ARE ORGANIZED, OWNED, 
AND CONTROLLED BY THOSE WHO USE THE GOODS AND SERVICES PROVIDED 
BY THE BUSINESS. THE SAVINGS OBTAINED BY FARMERS IN DOING BUSINESS 
WITH THEMSELVES BELONG TO THEM IN PROPORTION TO THE AMOUNT OF 
BUSINESS DONE, THE COOPERATIVE IS A PART OF AN INDIVIDUAL FARMER'S 
OWN FARM BUSINESS, IT IS THIS OWNERSHIP BY USERS CONCEPT WHICH 
MAKES A CQ-Qp DIFFERENT, THE COOPERATIVE, EVEN THOUGH IT OPERATES 
IN CORPORATE FORM, DOES NOT EARN SAVINGS FOR ITSELF, BUT FOR ITS 
MEMBERS. IT SEEKS TO PROVIDE SERVICE AT COST, A COOPERATIVE, 
ESSENTIALLY, IS TAXED AS A PARTNERSHIP, 
INVESTOR-OWNED CORPORATIONS ARE ORGANIZED FOR THE PURPOSE OF 
PRODUCING A PROFIT, A RETURN ON INVESTMENT, FOR THE STOCKHOLDERS 
FROM BUSINESS DONE WITH THIRD PARTIES, DIVIDENDS ARE PAID OUT OF 
EITHER CURRENT OR PAST YEAR'S EARNINGS AT THE DISCRETION OF THE 
BOARD OF DIRECTORS, CORPORATE DIVIDENDS (EARNINGS) ARE DISTRIBUTED 
ON THE BASIS OF THE NUMBER OF SHARES HELD. ALL EARNINGS BELONG TO 
THE CORPORATION UNTIL DIVIDENDS ARE DECLARED, THE SAVINGS IN A 
CQ-Qp ALWAYS BELONG TO THE MEMBERS, BY CONTRACT IN THE BY-LAWS, UNLESS 
PLACED IN SURPLUS. THE CQ-Qp SAVINGS, WHICH THE MEMBERS PLACE INTO 
A SURPLUS, OR GENERAL RESERVE FUND, DOES LEGALLY BELONG TO THE BUSINES~ 
AND IS FULLY TAXED AT THE USUAL CORPORATE RATE. 
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REFUNDS ALLOCATED TO PATRONS IN FORMS OTHER THAN CASH, SUCH 
AS COMMON STOCK, PREFERRED STOCK, CERTIFICATES OF OWNERSHIP, OR 
I OTHER FORMS, ARE THE MEMBER S REINVESTMENT IN THE COOPERATIVE. 
THE MEMBERS DETERMINE HOW SAVINGS SHALL BE DISTRIBUTED. 
A PATRONAGE DIVIDEND AS DEFINED BY THE INTERNAL REVENUE CODE 
IN THE REVENUE AcT OF 1962 IS THE AMOUNT PAID TO A PATRON: 
1. ON THE BASIS OF QUANTITY OR VALUE OF BUSINESS DONE WITH 
OR FOR THE PATRON, 
2. UNDER AN OBLIGATION WHICH EXISTED AT THE TIME THE PATRON 
TRANSACTED HIS BUSINESS WITH THE ORGANIZATION. 
3, As DETERMINED BY REFERENCE TO THE NET EARNINGS OF THE 
ORGANIZATION FROM BUSINESS DONE WITH OR FOR PATRONS. 
4. PATRONAGE REFUNDS MUST BE PAID IN CASH, PROPERTY, OR IN 
THE FORM OF "QUALIFIED WRITTEN NOTICES OF ALLOCATION," 
AND MUST BE PAID WITHIN 8 1/2 MONTHS FOLLOWING THE CLOSE 
OF THE COOPERATIVE'S FISCAL YEAR. 
A "QUALIFIED WRITTEN NOTICE OF ALLOCATION" IS DEFINED AS 
FOLLOWS: 
1. "A NOTICE IN WRITING OF ANY CAPITAL STOCK, REVOLVING 
FUND CERTIFICATE, CERTIFICATE OF INDEBTEDNESS, OR OTHER 
WRITTEN NOTICE, WHICH DISCLOSES TO THE PATRON THE STATED 
DOLLAR AMOUNTS ALLOCATED TO HIM BY THE COOPERATIVE AS 
A PATRONAGE REFUND." 
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2 "F , OR A WRITTEN NOTICE OF ALLOCATION TO BE QUALIFIED, AND 
THEREFORE, NOT TAXABLE TO THE COOPERATIVE, 20% OR MORE 
MUST BE PAID IN CASH TO THE PATRON WHO HAS CONSENTED 
TO INCLUDE THE FULL STATED AMOUNT OF THE PATRONAGE REFUND 
IN HIS GROSS INCOME FOR THE YEAR IN WHICH HE RECEIVED 
SUCH AMOUNT, 
THE REVENUE ACT OF 1962 SPELLS OUT THE WAYS IN WHICH THE PATRON 1 S 
CONSENT MAY BE OBTAINED, HE CAN GIVE HIS CONSENT IN ANY OF THE 
FOLLOWING THREE WAYS: 
1. BY INDIVIDUAL WRITTEN CONSENT, THE COOPERATIVE MUST 
RECEIVE THIS CONSENT BEFORE THE END OF THE FISCAL YEAR 
IN WHICH THE PATRONAGE OCCURS AND APPLIES TO SUBSEQUENT 
TAXABLE YEARS UNTIL THE CONSENT IS REVOKED, 
2. BY BY-LAW PROVISIONS, THE COOPERATIVE MAY ADOPT A 
BY-LAW REQUIRING THAT MEMBERSHIP CONSTITUTES CONSENT, 
THIS IS THE MOST COMMON METHOD, 
3. BY QUALIFIED CHECK, THE CHECK, ISSUED IF NO OTHER CONSENT 
IS APPLICABLE, BEARS A STATEMENT THAT CLEARLY STATES THE 
ENDORSING AND CASHING OF SUCH CHECK BEFORE A CERTAIN DATE 
CONSTITUTES AGREEMENT TO ACCEPT THE NON-CASH PORTION OF 
THE REFUND AS TAXABLE INCOME. 
COOPERATIVES ARE INDEBTED TO THE REVENUE Acr OF 1962 FOR A 
MUCH BETTER PUBLIC UNDERSTANDING OF PATRONAGE REFUNDS, THIS ACT 
CLARIFIED MANY CLOUDY AREAS RESULTING FROM FORMER LEGISLATION, 
CO-OPS MUST NOW OPERATE UNDER CLEARER BUT STRICTER RULES, THE ACT 
HAS CAUSED MORE RECORDS TO BE KEPT AND REQUIRED MORE PAPERWORK, 
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BUT THE CLARIFICATION OF ISSUES IS A POSITIVE ACHIEVEMENT FOR 
COOPERATIVES, IT IS NOW MORE DIFFICULT FOR OPPONENTS TO STIR UP 
PUBLIC SENTIMENT ON THE TAX ISSUE, BECAUSE CONGRESS HAS EXPRESSED 
NATIONAL POLICY ON THIS POINT, 
IF CERTAIN STRICT REQUIREMENTS ARE MET, A COOPERATIVE MAY BE 
GRANTED A LETTER OF EXEMPTION BY THE INTERNAL REVENUE SERVICE. 
THIS PROVISION IS PROVIDED BY SECTION 521 OF THE INTERNAL REVENUE 
(ODE. THIS DOES fiQI MEAN THAT THESE CO-OPS PAY NO TAXES, AS SOME 
BELIEVE. AN uEXEMPT" FARMER COOPERATIVE PAYS ALL THE TAXES THAT 
ANY OTHER BUSINESS PAYS, ALL INCOME TO THE COOPERATIVE IS STILL 
SUBJECT TO A CORPORATE INCOME TAX, THE DIFFERENCE IS THAT SOME 
EARNINGS ARE TREATED IN A DIFFERENT MANNER DUE TO THE STRICTLY 
NON-PROFIT NATURE OF THE BUSINESS. 
IN ADDITION TO THE OTHER REQUIREMENTS PLACED ON COOPERATIVES, 
THOSE WHO ARE "EXEMPT" MUST OPERATE UNDER THE FOLLOWING RULES: 
1. ALL VOTING STOCK MUST BE HELD BY AGRICULTURAL PRODUCERS, 
2, AT LEAST 50% OF THE TOTAL BUSINESS MUST BE DONE WITH 
MEMBERS, 
3. Nor MORE THAN 15% OF THE TOTAL BUSINESS CAN BE DONE WITH 
PERSONS WHO ARE NEITHER MEMBERS NOR AGRICULTURAL PRODUCERS, 
4. IF BUSINESS IS DONE WITH NON-MEMBERS, THEY MUST RECEIVE 
PATRONAGE REFUNDS AT THE SAME RATE AS MEMBERS. 
5. n RESERVES MUST NOT EXCEED AN AMOUNT DEEMED TO BE REASONABLE 
AND NECESSARY," 
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6, DIVIDENDS ON CAPITAL STOCK MUST NOT EXCEED 8% OR THE 
MAXIMUM LEGAL INTEREST RATE IN THE STATE WHERE INCORPORATED, 
WHICHEVER IS GREATER, 
7, THE COOPERATIVE MUST PROVE EACH YEAR THAT IT MEETS ALL 
REQUIREMENTS FOR EXEMPTION, 
THE ADVANTAGES OF THE uTAX-EXEMPTu STATUS ARE THAT THESE 
CO-OPS MAY DEDUCT: 
1. DIVIDENDS ON CAPITAL STOCK--BUT ONLY TO THE EXTENT PAID 
IN CASH, 
2. INCOME FROM NON-OPERATING SOURCES, INCLUDING CAPITAL 
GAINS INCOME AND INCOME FROM BUSINESS DONE WITH THE 
GOVERNMENT, BUT ONLY IF THESE GAINS ARE ALLOCATED AND 
PAID IN THE SAME MANNER AS PATRONAGE REFUNDS TO ALL 
PATRONS, THE PATRON, OF COURSE, PAYS INCOME TAX ON 
ALL SUCH INCOME WHEN ALLOCATED TO HIM, 
SECTION 521 MAY PROVIDE RELATIVELY LITTLE BENEFIT TO FARMER 
COOPERATIVES. OUTSIDE INCOME AND CAPITAL GAINS ARE USUALLY A 
SMALL PORTION OF A CQ-QP'S TOTAL INCOME. SINCE IT DOES CREATE 
MUCH PUBLIC AND PRIVATE CONTROVERSY, IT IS POSSIBLE THAT SECTION 
521 IS NOT WORTH RETAINING. ALTHOUGH IT IS NOT THE MAIN ISSUE IN 
THE TAX BATTLE, IT HAS CAUSED SOME UNFAVORABLE PUBLIC RELATIONS--
U H PRIMARILY BECAUSE OF THE QUIBBLE OVER THE WORD EXEMPT, 
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~tORE THAN HALF OF THE FARMER CO-OPS IN THE U, S. ARE 
NON-EXEMPT, IT IS ESTIMATED THAT LESS THAN 20% OF THE CO-OPS 
WHO ARE MEMBERS OF FARMLAND INDUSTRIES ARE NOW uEXEMPT.u 
FARMLAND INDUSTRIES (THEN CCA) VOLUNTARILY GAVE UP THE uTAX-
EXEMPT" STATUS IN 1947, THERE WAS SOME DOUBT THAT THE COMPANY 
COULD STAY WITHIN THE 15% MAXIMUM OF NON-MEMBER BUSINESS, 
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First, I want to compliment the American Institute of Cooperation for prov id-
ing such a program in its Summer Institute as this Seminar for Graduate and Colleg-
iate students. I am honored also to be asked to speak on this subject. It is a 
topic that is quite often misunderstood. I feel it's important at the outset of my 
presentation to make it clear that I hope we do not become entangled in an emotional 
rhetoric. By this I mean I hope no one will believe that when we are talking about 
public and social responsibilities of farmer cooperatives, that we in any way 
diminish the overriding importance of the economic side of cooperative enterprise. 
In order that we start out together, I would like to give two different 
definitions of the cooperative form of business. First, let me give one that is 
commonly used in college economics. The one I am using is from a booklet called, 
"Basics of Farmer Cooperatives," by Randall E. Torgerson, Department of Agricul-
tural Economics, College of Agriculture, University of Missouri, Columbia. "The 
cooperative is a distinct form of business organization. It is simply a business 
owned by the people who use it. A more sophisticated definition is that a coopera-
tive is an organization operated as a business, voluntarily owned and controlled 
by member patrons, and operated for them on a cost basis." 
The second definition was written by a past director of the International 
Cooperative Alliance, who stated, "It has been said that cooperation is an economic 
movement employing educational action. " The .JUght Reverend F. J. Smyth, Retired 
Director of the Coady International Institute, St. Francis Xavier University, 
Antigonish, Nova Scotia, reversed this by saying: "Cooperation is an educational 
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movement employing economic action." He went on to say that this meant that 
education related to cooperatives could be reduced to two main areas: (1) The 
general education related to the function of cooperatives, and (2) Cooperative 
education as an instrument for social reform. 
My premise today will be that no business enterprise is formed without 
having some social or public impact. Even the formation of a small hamburger 
stand can have some social or public implications. It's perhaps more obvious that 
the formation of a larger industrial plant will have social or public implications, 
in such areas as environment, taxation, housing, health and education, just to 
list a few. 
I have divided my presentation into two major parts. First, the impact that 
farmer cooperatives have on the members themselves beyond the economic; and 
secondly, the impact that farmer cooperatives can and must have in the broad 
public area. 
First, then, let's look at what I call the seven contributions farmer coopera-
tives give to their members in non-economic areas. These are not listed, by the 
way, in any order of importance, but merely as they happened to occur to me. 
Contributions to farmer cooperative members in: 
(1) Leadership Development. Through various activities in the operation 
of a user-controlled enterprise, the people involved gain much in personal 
development. I have seen people grow in their understanding in parliamentary 
procedure, the importance of majority rule, the ways and means of delegation of 
authority, the process of decision making, and perhaps most important of a 11, the 
responsibility of elected representatives to the entire membership. The growth of 
people in the use and understanding of these sometimes overlooked skills and 
abilities are a major contributlon of our farmer cooperatives. 
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(2) Legal Affairs. Here people learn how to prepare resolutions, to write 
and amend bylaws and, of course, to establish business by filing of articles of 
incorporation, reporting to proper authorities, the need for insurance and bondina 
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the legal responsibilities of board and managers, and I am sure that each of you 
would be able to add to this list. This is important because we say in our country 
that we are ruled by law rather than by men, and so understanding the impact of 
legal matters is essential if we are to be good citizens. 
(3) Financial Affairs. Members learn the importance of providing capital. 
(We need to have more education in this area.) They start to understand and grow 
in understanding of financial statements. The members struggle with building equity 
into their business affairs and in the disposition of their patronage refunds. Many 
learn the real meaning of terms used in finance and the importance and use of 
audits. This impact can have broad public implications because what they learn 
from tne cooperative they can use in their church, their schools, their county 
boards and yes, even in state and federal affairs. 
(4) Marketing Cooperatives. I am sure you are wondering how i.n the world 
this can be considered to have any social or public contribution, but let me suggest 
just a few: Learning the value of producing high quality products, payment accord-
ing to grade, and an understanding of the problems related to marketing and produc-
tion costs. Now, let's add some problems that our farmers generally understand 
but that cooperatives have a unique responsibility of giving the public implications 
greater emphasis. These include the problems related to seasonal production and 
the production for a pre-determined market. These two items have a great public 
impact and I suspect we will have the latter one, that of producing for a pre-
determined market, growing ln importance as a real contribution in the years ahead. 
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(5) Farm Supply and Consumable Goods. Here cooperatives can teach how 
a member can become a wise purchaser of goods and services. The cooperative 's 
staff has the responsibillty of being a good purchasing agent on the farmers' behalf. 
Cooperatives can show the man and his wife the dangers of using too much credit, 
and how to determine real cost and product quality. When buying food, the 
importance of nutrition can and should be explained. Here the impact is so close 
between economic and social that it may be difficult to determine where one leaves 
off and the other begins, but effective use of purchasing power makes a contribu-
tion both in the economic and social sectors. 
(6) Farm Credit Cooperatives and Credit Unions. These forms of coopera-
tives can impart to their members the importance of the wise use of money, 
including the important habit of thrift. Understanding interest rates recently 
became a very broad publlc issue and our credit organizations were in the forefront 
of deallng with this issue. 
(7) A General Category. These non-economic contributions that our co-
operatives develop in their members are the habits of reading, study, attitudes of 
social inter-dependence, tolerance, and inter-group understandlng. Farmer 
cooperatives have an important responsibility here and some are doing very well 
in it indeed by consciously working at developing understanding of their neighbor's 
problems whether they live next door, or in New York City, or in Argentina, or i.n 
India. 
I hope this list of contributions will help you to see that our farmer coopera-
tives have a unique social impact on the members themselves, even though the 
prime contribution wUl be in the area of economics, these others are of no small 
importance • 
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The second part of my presentation today will deal with what I have named, 
the .§!ight great callings for our farmer cooperatives beyond being sound economic 
institutions. 
(1) Our farmer cooperatives today stand as the bulwark in saving the very 
fabric of rural America. They do this by providing a basis for keeping our farm 
families financially strong, by providing employment opportunities, and by being 
good community citizens. 
(2) The second calling is that of preserving the culture of the United States 
of America. I say this because it is from the rural areas that much of our leadership 
springs and it is in the rural areas that we have the great resources of land, water 
and 3pace which are now becoming so precious to all our citizens. Cooperatives 
and their members will need to play an important role in protecting these resources, 
now and in the future . 
(3) Farmer cooperatives must work to keep strong centers of trade located 
in our rural areas. The unbridled growth of large metropolitan centers has been 
demonstrated not to be in the long-term interest of this or any other country. It is 
therefore important to the total public interest to keep strong centers of commerce 
alive and growing in non-metropolitan areas of our country. 
(4) The roots of crime are rooted in the city and spreading all too rapidly 
to rural America. Recently we read in our papers in Wisconsin that the rate of 
crime was growing more rapidly in our small and middle sized towns than it was in 
our large metropolitan centers, such as Milwaukee and Madison. Cooperatives 
ne('d to be developed in the city, of course, to help eliminate some of the sickness 
that causes this rising crime rate. Today, however, we are talking about the 
responsibility of farmer cooperatives and I'd like to suggest that farmer cooperatives 
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do have a responsibility in the control of the social problems related to crime, 
poverty and other such related problems. Recently, Mrs. Frank West, a prominent 
farm wife from the State of Iowa, addressed the annual meeting of the Association 
of Cooperative Educators. Mrs. West told a most touching story of how crime and 
broken homes in rural Iowa were causing much heartache and social distress. She 
pointed out that our cooperative members need to personally step in and help find 
homes for young people in trouble and to provide them with the means of developLng 
a satisfying career and useful life. 
(5) Farmer cooperatives have to take on the responsibility of providing the 
means whereby adequate health care can be provided for all who live in rural 
America. The cooperative form that serves farmers so well can be used to provide 
quality health care at a cost more in keeping with the economic ability of individual 
families. fa!"rr.'?r cooperatives and their members may not recognize this unique 
form of b11siness as a way of doing this, but I suggest that it's time that they take 
a bror:.d vision of the cooperative corporation and use it to its full potential. 
(6) There is more slum housing in rural America on a percentage of popula-
tion than there is i.n our large cities. Farmer cooperatives should now join with 
our farm credit cooperatives in using the new leglslation to provide improved 
housing for our rural areas. In Wisconsin, the rural electric cooperatives got 
together and formed a statewide rural housing cooperative. The need for shelter 
is common to us all and our cooperatives can do much, if they will, to improve 
housing for all rural citizens. 
(7) My seventh challenge is one that most of us are reluctant to think 
about, or to talk about, but it does have both social and economic impact for our 
members of farmer cooperattves. Each of us must die, but this fact can be planned 
for as all other things can. One of our farmer cooperatives in a small town ln 
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Wisconsin has set up a burial division as a part of its service to its members. In 
another community a group of farmers and people living in the trade center near 
them have established a burial cooperative. A number of cooperatives in Wisconsin 
have joined with churches in establishing memorial societies. These cooperatives 
all provide a dignified and religious service to families facing that inevitable time 
when one of their loved ones has passed away. Farmer cooperatives have the 
challenge before them to help in the economic area of reducing the costs to those 
who remain behind and yet to meet the needs of those who mourn. 
(8) I saved this one until last because of all that I have mentioned, it 
occurs to me to still be the one of most significance. It is not a new challenge 
to farmer cooperatives, but it has new importance today, - that of providing local 
ownership for a variety of farmer businesses. Our cooperative is the only meaning-
ful avenue for the participation of farmers in off-the-farm business on a basis 
other than pure money investment. Involvement still is important because without 
it we could not have the seven non-economic benefits I listed earlier. Neither 
could we develop economics based on democratic control. Farmer cooperatives 
providing one-stop shopping centers or moving farm products from the farm directly 
to the consumer, is the greatest calling of all. Local ownership and strong local 
participation gives rise to both economic and social betterment for members and 
non-members alike. 
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WHY WORK FOR A COOPERATIVE? 
In considering my qualifications to speak to the question, "Why 
Work For A Cooperative? 11 , I guess I would have to say my main claim 
to fame would be that in the 25 years since my graduation from the 
University of Minnesota in 1947, I have worked with and for cooper-
atives for all except two of those 25 years. StartinE with G.L.F. (4) 
to the St. Paul Bank for Cooperatives (6), to Dairy Maid Products 
Cooperative (6), and finally with Land O'Lakes (7), this totals up 
to 23 years, or 92%. 
I guess I would say that if I didn't enjoy working for cooperatives; 
if the work wasn 1 t challenging and interestine;; if the opportunities 
for development and growth hadn't been available - I would probably 
be in business on my own or working for a private corporation. 
Let me also hasten to add that, in my case, the opportunities for 
employment in non-cooperative fields have been many over the years, 
but up to this point at least, I have always felt that the advantaces 
of working for a cooperative were such that I have turned down such 
offers. 
But before getting into the 11 why 1 s 11 of working for a cooperative, I 
think it might be helpful to re-examine our cooperative structure 
and see if we have a good base on which to build, or a satisfactory 
frame within which to operate, as we look down the road ahead. 
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In our recent Land O'Lakes-Felco Lakes Conferences I was asked to 
discuss the topic - "An Old Frar.1e - A New Picture" insofar as it 
pertains to cooperatives. This title presented an interesttng 
challenge as I thought the program chairman might, in the lingo 
of the teenager, be referring to my tired old body when he talked 
about an nold frame". When the words, 11 A New Picture" were added, 
then I realized he was referring to this definition of the nineteen 
listed in Webster's New Collegiate Dictionary, that is: 
11 A kind of open-case or structure made for admitting, 
enclosing, or supporting things, as a window, door, 
or picture." 
I think the question which is raised is whether the structurr-> thet 
we are used to or have been accustomed to in our cooperatives is 
still satisfactory to fulfill the prime objective or purpose of 
farmer cooperatives - "To Increase Net Income of :Members". * TR.ANSPAH.bl,lC~ 
Just because something is old doesn't mean it isn't good (and for 
you antique buffs, being old contributes to value) so let's examine 
the components of this old frame and see if any of them need change 
or replacement. 
Mr. Zeddies has already examined and explained in considerable detail 
the legal aspects of cooperatives, but let's start out with the base 
of the frame, which as I see it would be the Capper-Volstead Act, 
commonly referred to as the 11Magna Carta for Farmer Cooperatives". 
This year, we are celebrating the fiftieth anniversary of the passage 
of this Act, with which Conr,ressman Andrew Volstead of Minnesota had 
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Incidentally, Mr. Volstead was also noted for his stronG position 
or stand against alcohol or liquor (the Prohibition Act), but I would 
have to say the part he played in drafting and securinE; passage of 
the Capper-Volstead Act was far more important to this country, 
particularly farmers, than his stand on liquor 0 
In order to understand the purpose, scope and effect of the Capper-
Volstead Act, it is necessary to have in mind the situation which 
existed at the time of its enactment. Farmers and cooperative 
leaders were afrai~ that the mere act of organizing a cooperative 
association which entered into marketing contracts with farmers and 
required them to market agricultural commodities through the assoc-
iation constituted a violation of antitrust laws. In short, what 
farmers and cooperative leaders ~ere seeking was statutory assurance 
that the organization and operation of a marketing cooperative would 
not of itself be a violation of the antitrust laws. 
The Capper-Volstead Act provided this assurance by giving marketing 
cooperatives the legal standing enjoyed by ordinary business 
corporations and stopped the efforts of those who were trying to 
establish the position that the formulation of any cooperative 
association was in violation of antitrust laws. Without the pro-
tection of the Capper-Volstead Act or some other equivalent 
legislation, Land O'Lakes and all other marketing cooperatives 
would not be in business todayo 
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Subjec~ to certain limitations 1 this Act made it possible for 
farmer producers to organize to~ether, set association policies, 
and set prices at which their cooperatives could sell their produce, 
and otherwise carry on the affairs of a businesslike corporation 
without violating the antitrust laws. 
In a thirty minute presentation made at last year's AIC meeting 
at Fort Collins, Colorado, Mel Williams, a prominent and knowledge-
able antitrust attorney, discussed the subject - "Capper-Volstead -
what It Means Today 11 - indicating that the Act is still a good tool 
for farmer cooperatives to utilize, but that it does not erant any 
special :Qrivileges or immunities, or allow any abuses or misconduct 
on the part of cooperativesc 
Yes, the Capper-Volstead Act is an important segment of this old 
frame and does offer a great potential and opportunity for farmers 
and their cooperatives to handle, process, and market an increasing 
percentage of the agricultural production of this country, which 
now stands at about 25% across the board with milk - 70%; Concord 
Grapes - 60% (Welch's); Soybeans - 15%; Wine Grapes - 30%; Oranges 
for Juice - 50%, and Cranberries -- 90% (Ocean Spray). 
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One side of the frame is thnt of Member Ownership and Control. 
I don't think we have to elaborate on this one very much, for 
cooperatives have traditionally done a good job of keepinc; the 
voting rights in the hands of active members \·1ho are currently 
patronizing their association. 
If the cooperative is a borrower of the Banks for Cooperatives 
system, it is a requirement that .f1t:} percent of its votine rights 
be in the hands of active agricuJtural producers or associations of 
agricultural producers. Therefore, it is necessary that cooperatives 
have an orderly method of calling for stock or cancelling voting 
memberships where the member ceases to be an active producer or 
stops patronizing the cooperative. Such reviews should take place 
at least once a year, preferably just after the annual audit (and 
in fact, we are doing this in Land 0 'Lakes right now·). 
Also, let me point out that member ownership and control does 
not necessarily mean that every cooperative must utilize the "one 
man - one vote doctrine" which is traditional. Particularly in the 
case of regionals, provision has been made for use of voting methods 
which reflect variations in volume of business transacted or number 
ot producing units. (In Land O'Lakes, Class A corporate members 
receive multiple votes based on volume of business transacted in 
the previous year.) 
.. 
The member owner of a cooperative has a three-way relationship 
. 
with it: (TRANSPARENCY III) 
lo Member 
2. Supplier of Capital 
3. Patron 
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We will see how these last two items tie-in with the frame shortly, 
but let's go to the next side of the frame, which is: 
Non-Profit or Operation at Cost 
'I'his is one concept about which there is a lot of misunderstanding, 
not only on the part of members of cooperatives, but also by employees 
and, of course, the c;oneral public. Perhaps we haven't done the job 
of informine; or educating our various public (inclucling roembcrs) tllat 
we should have, but baGically what this principle says is that a 
cooperative i~ non-profit, as all savin~s, net margins, overcharges, 
under-payr:10nts, or whatever you want to call them, are distributed 
to those who patronize the cooperative on a basis proportional to 
their individual uses of the services of the cooperative. 
Let me also haGten to point out that profits or operating 
margins are very necessary to a cooperative; that there is nothing 
nasty about the word profit, and that cooperatives that don't plan 
-~'""' 
-for profitablo operations aren't going to be around very long. 
... ... w mren------~---........... --..... ·---;.-,J ___ ... ---......___.._ _________ •__ ..:,_ 
The last side of the frame -
Limited Return on Capital 
has stood the test of time well, and is tied in with the factor of 
the patronage refund based on services used. What we are saying 
-here is that dividends of not to exceed 8% (may be less, as established 
by board of d~rectors) may be paid on capital stock and taken out of 
operating margins~ However, use of these funds for equity revolvement 
-or cash refunds based on business transacted, is much more in accord-. 
ance with overall cooperative principleso 
- 7 -
Okay, our old frame is complete, but we still don't have it hunz:; 
on the wall where we can see it, so let's see how we can set this job 
done. To hang the frame, we need some strong wire or cord. One 
responsibility which members have has already been mentioned, but 
it is of such importance that we must list it as one-half of the 
wire, that is: 
Member's Obligation To Finance 
---There arc two main reasons why this responsj_bili ty rests squarely on 
the members' shoulders: 
1. The requirements of lenders, that is, the 
Banks for Cooperatives and other financial institutions 
that the member-owners must show equity capital as a 
basis for credit and for borrowing funds. (Indian -
Banker - Collateral - How Many Horses - Oil Well, Rich -
Deposit - How Many Horses). 
2. The nature of cooperatives and the stock 
arrangement prevents cooperative stock or equities 
from increasing in value, as do those of an ordinary 
stock corporationo 
Depending on the type and size of cooperative, the ratio of 
member ownership for cooperatives ranges anywhere from 30 up to 
90% in this country, with the 50 - 70% range being one which bankers 
seem to look on with favor • 
. 
The other side of the wire is one which is very important, but 
which, in many cases, is overlooked or moved.to the back burner, and 
that is: 
Continual Education 
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This point covers a multitude of areas, and I'm not going to 
dwell on it to any e;reat extent, but would like to quote one of our 
noteworthy farm leaders, who said: 
11 If I may be permitted the suggestion, it socrns to 
me that a considerable amount of work neecls to be done by 
farmer cooperatives in explainine; the object and purposes 
of cooperative organizationso The current attacks on 
cooperatives by other business organizations, must, I think, 
be taken seriously. \~hile many of the attacks are utterly 
unfair, they are making an impression. I think they 
indicate that many cooperatives have made a failure of 
public relations. 11 (Unquote) 
The interesting thine about this quotation :i..s that it was rm.de 
at the AIC Conference in 1948 by Clifford Hope, Congressmen from 
- -Kansas. 
When one considers the legislative attempts made to cripple and 
hog-tie cooperatives in 1969 (Tax Reform Bill, the Ribicoff Amendment, 
etc.) and the court actions against cooperatives which are so prevalent 
today, it would seem this quotation is just as pertinent now as it was 
in 1948. 
So, I think we can agree that we do have a continuing education 
job to do, not just with the general public, but with our members and 
" 
prospective members; with our legislators; with our government. 
Anything we can do to improve understanding will strengthen cooperatives 
immeasurablyo 
We have the frame - we have the wire - now what do we hang it on? 
The picture hanger; the nail in the wall; the screw eye - whatever we 
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use to hold it up becomes pretty important, for any of you that 
have had the experience of having a picture or mirror that was 
poorly hung crash to the floor know it can be a devastatinc experiPncc .. 
In this case, it seems to me the hanger or point on which our 
frame must hang is: 
Members' Obligation to Patronize 
On this point, I go bac~ quotation of Ken Stern, former 
president of AIC, who said, "If every member of every cooperative 
in the United States, starting tomorrow morning, would patronize 
their own business - the businesses which their own money is in, 
whicb they own and control - the unit volume would go up sharply, 
the costs per unit would go down, and the net margins at the end 
of the year would do more to raise net far111 income than all the bunk 
that comes out of Washington, and all the farm programs you can ever 
put together. 11 
Here in Iowa, I would like to see a study done by Frank Robotka a 
number of years ago repeated and updated. In his study, Iowa farmers 
averaged 85% of parity. Cooperatives in Iowa had returned $50 million 
in refunds, equal to 8% of parity. But farmers used their cooperatives 
to only 20% of potential. If they had utilized them 100°fo, and 
assuming the same 8% return, they would have received 125% of parity 
-instead of 8~Jb· 
Perhaps another way of saying it is, 11 If you believe in 
cooperation and working together, then the thin~ to do is to start 
cooperating." 
In cooperatives we don't expect anyone to follow us down blind 
alleys. Every member has his rights and privileges, but alonr; with 
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this comes responsibilities such as this one of patronizine or usin~ 
the services of the cooperative to the fullest extent possible. 
Here is where cooperative managers and employees must do a "selling 
job" using education, persuasion, and just plain "hard sell". 
Cooperatives must be competitive in prices; they must offer services 
the members need as long as they can be provided on an economic basis; 
they must be efficient in their operations. But I don't believe members 
should only use their cooperatives as leverage in bargaining procedures 
with private operations, or use their cooperatives to secure only the 
items which they can't get elsewhere. 
Now, all of these points should give you something to think about; 
to discuss, and to sink your teeth into and chew on as you think about 
and discuss cooperatives and their operations in the days ahead. 
Let's now take a look at the crystal ball - perhaps gazing into the 
future a bit, and predicting what this "New Picture" that fits into 
this old frame is going to be. I'm not an artist, so I can't paint a 
picture for you, but will instead list a number of characteristics 
which, in my opinion, cooperatives of the future must have. These 
are not listed in any order of importance, and perhaps all of them 
are not applicable across the board, but I do think they are worthy 
of considerationo 
t1" ~t1._f~'~; l· t"' y wt l. h ~~Ot1 lj .!.1.ll.!i.:: Ctv t1 ~ t1.> .im.p.t·ove net 
income of farmers - to make a profit from farming. 
- 11 -
2.. Will market a group of compatible commodities 
rather than sin~le itemo 
3. Will be large in size and able to promote 
national brand. 
4. Will furnish many input supplies or business 
services. 
5. Will utilize various types of financing (i.e. 
equity, borrowing~ retains, outside investors, 
stocks.) 
6. Methods of marketing or selling may vary 
according to area or markets served -
a. Brokers 
b. National Brands 
c. Private Label 
?. Memberships may be limited and selective 
with stringent rules to follow. Ways of 
policing behavior must be developed. 
8. Membership structures will vary according 
to specific needs. 
9:-- Commitments and contracts from members on 
\ 
both inputs and outputs will be necessary. 
•· This will be from local member on through 
. 
inter-regional. 
10. Must have outstanding management-compensation 
must be adequate. 
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11. Must have strong educational prot,1'8Jll., not just 
in cooperative affairs, but in production helps 
and marketing knowhow. 
12. Boards of directors wiJl be seJected on basis 
of knowhow and contributions to cooperativeo 
13. Inter-regionals and inter-cooperative arrange-
ments will increase. 
Each of these points could be the basis for a discussion or Con-Par 
group, a Rap session, or even another talk. If, as I said yesterday, 
our cooperatives are going to be where the action is, then we must 
consider these points: (TRANSPAREHCY) 
l. How fast we come up with new ideas. 
2. Exercise of astute business judgment. * 
3. How clearly we see need for improvements. 
4. Our exposure to chanr,ing ideas. 
5. Securing strong management. 
6. Having knowledgeable directors. 
7o Adopting latest business techniques. 
B. Philosophy of cooperatives being accepted. 
Well, you say, he still hasn't answered the question, 11 Why Work For A 
Cooperative?", but I hope I have in an indirect way in pointing out 
that: 
1. Cooperatives are solidly based with sound 
business principles and a satisfactory 
environment in which they can operate; 
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2. Opportunities for cooperatives to grow in size 
of businesses; in variety and type services 
offered; in kinds and numbers of products 
marketed; in supplies furnished - are unlimited; 
3. The objective of improving net income for farmers 
is a must in our capitalistic economy, and is an 
area wbere cooperatives have much to offer; 
4. The need for securing and ungrading conpetent 
personnel in all areas of cooperative activity 
will continue to jncrease in the future just as it 
has in the past, so opportunities for growth and 
advancement should continue. 
I would be remiss if I didn't inject some personal philosophy and 
reasons why I work for a cooperative, such as: 
1. The enjoyment of working together with people 
you like towards common goals; 
2. The opportunity of associating with rural-
oriented people or in other words "farm folks"; 
3., The "working together 11 or cooperative philosophies 
which were passed on to me by my father, by Ed 
Fellon of Agway; Herb Knipfel of the St. Paul Bank; 
Fred Koller of the University of Minnesota; Marv 
Schaars of the University of Wisconsin, and many 
otherB whose lives have touched mine; (Scandinavian 
ancestry) 
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4. The remuneration, salary, frine-e benefits, etc. 
which are a part of the overall compensation 
program (materialistic, to be sure, but still 
important). 
Could I be happy if I didn't work for a cooperative? Yes, I am 
sure there are many areas in teaching, in business, in public 
relations, in consulting, where the challenges and opportunities 
might be such that I could. But at this point in time, I like 
cooperative endeavors; there are thousands of others in a similar 
situation, and I hope you would be inclined to look favorabJy on 
cooperative work as your lifetime vocationo 
A sign over the National Archives Building in Washington states -
"The Past Is Prologue", which as the cab driver so succinctly stated, 
means - "You Ain't Seen Nuthin' Yet 11 • 
The opportunities are present, if you will seize them and use them 
to further your personal goals and ambitions. 
Amerjcan Institute of 
G - ~ & Co, 1 ery~Q~e raGua0e -;--• b L:-.0 
Iovrn. State Uruve n.·-u Ly 
J.,_mcs, Iowa 
Julv 31, 1972 
" 
Cooperation 
Sernin:lr 
WHO NEEDS COOP~PJ\TIVES? 
Owen K. Hallberg, Djrector 
Member & Fuhlic Re lC! t j on~~ 
Land O'Lakes, Inc. 
Ihnneapolis, i'1irmesota 
Some of you may wonder why it is necessary to answer the question, 
li\.Jho Noeds Cooperatives? 11 , for isn 1 t the need apparent? lsn't the 
gathering of over 2,000 people here for this National Conference on 
Cooperative Education enough evidence that the need is great? 
Doesn't the past history of agriculture and cooperatives show that 
cooperatives have made significant contributions to the economic 
well--being of t;heir farmer members? 
Even though the answer to each of these questions is yes - in fact, 
an _s,rriphat;ic and J2...0Si_t;ivE2. yes., I am sure there are some (maybe all) 
of you wbo might be skeptical; who are curious or inquisitive, and 
who would like this question answered. 
You would be similar to the young farmer who got up at a Member 
Relations Conference in which I was participating as a panel member 
and said, in a derogatory and questioning tone, "Well, who needs 
cooperatives anyhow? Maybe my Dad did when he was getting started, 
but I think I can get along without them. 11 
The panel did attempt to answer the young farmer at that point in 
time, but his question kept bugging me to the point that I tried to 
put together a presentation which specifically answered the question. 
It is this presentation which the planning committee asked me to 
give today. 
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It has been said that to communicate there must be two parties 
involved, the sender and receiver. There must also be a two-way 
flow of information, ~ither written or oral, or in some cases 
simply by expression (bangin~ a door - a scowl - a smile) for 
communication to be effective. 
(Communications 
( 
( 
( 
(Communications 
~ ( 
~ ( 
- Mother - Bride - Advice - Never) 
) 
Undress - Psychiatrist - Hat ) 
) 
- Strawberries & Cream ) 
) 
Strawberries with Cream ) 
) 
Mother &.Child ) 
) 
Mother with Child ) 
This morning I'm going to violate a fundamental rule of good 
communication procedure and put too much emphasis on the 11 sending 11 
procedure. I am going to put the monkey on your back and challenge 
you to listeno Dr. Nichols, my speech professor at Minnesota, and a 
world authority on effective listening, says the average person's 
rate of listening absorption is three times the rate of speed of 
the average talker (not some of our politicians). Ther~fore, I'm 
going to ramble at a pretty fast clip in reviewing the points I plan 
to make, hoping that the whole package will tie together into some-
thing which will be clear, easily understood, and meaningfulo 
Okay, then, are you ready to listen, because I'm ready to go. I hope 
you don't stop receiving before I stop sending, or then we will reall 
be in trouble. 
To keep you guessing and alert, also to save time, I'm going to use t 
overhead projector and discuss the word "C-0-0-P-E-R-A-T-I-V-E-S" -
using each of the letters as a point of reference • 
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I. 0 - WNERS 
One of the first groups of people who needs cooperatives are the 
owners themselves. Yes, the members who own the stock, the~uitics, 
the certificates of investment, or whatever the evidence of ownershi 
in the cooperative is called. 
Well, you say, if we as owners didn't need the cooperatives, we 
wouldn't leave our money invested in them. Members must want to 
belong to and use the services the cooperatives provide, but is thi: 
actually so? Do we have a group of. 11 reluctant 11 owners in some casE:;~·. 
who may not want to admit ownership - who may not be too proud of 
their affiliation with the cooperatives? These are the owners who 
speak of. '·'the cooperative 11 rather thari 11 our cooperative 11 , or in our 
case, that outfit in Minneapolis rather than our Land O'Lakes(f'"e/( · 
t--'(""'f; / 
Motivating members to a real sense of belonging and ownership is a 
challenge which faces us every day. Convincing those who are the 
owners to utilize all of the services provided is a never-ending t~s 
II.. 0 - THERS 
The next group who need cooperatives are "Others 11 • Some would call 
this group the "non-believers" or the 11 true" private entrepreneurs 
who feel there is no place for cooperatives in our capitalistic syst 
In this group are those who may never have been contacted by a 
cooperative employee, or who may have had a bad experience with 
caop(\r'¢1ti.von and become disillusioned, because of poor service, 
financial failure of a co-op, or for other reasons. 
- lj -
Oh, you say, there aren't too many of these, but if you looJr.: at the 
figures on volume of business transacted by cooperatives insofar as 
marketing and purchasing are concerned, we do have a way to go. 
(25% - Marketed; 20% - Production Supplies; 20% - Farm Credit). 
Cooperatives have been effective in providing competitive yardsticks, 
which really points up that these "Others" do need cooperatives. What 
would happen if tonight (here in ii'~~) when the business day ends~ 
the door keys for all of our cooperatives were thrown away and tomorrow 
morning none of our supply, marketing, electric or service cooperatives 
opened for business? I think you will agree the situation would be 
chaotic, and immediately, many people would start planning meetings, 
holding discussions~ and organizing cooperatives to do the very things 
which they are already set up to do. 
The challenge we are faced with is to convince people that when they 
become true cooperative members and owners they must give up a little 
of their individuality for the benefit of the combined membership of 
the total organization. A member assumes some of the collective 
obligations of the co-op as well as its benefits, and must live up 
to its requirements. We must respect likes and dislikes - rights 
and privileges, for we don't expect anyone to follow us down a blind 
alle,Y. However, in the words of Stanley Andrews, "Our co-op members, 
in too many casest are similar to what the missionaries used to call 
'rice-Christians'! They are converted only so long as they are well 
f f d th th.,, .... the fed." ed with the responsibility being on the ee er ra er OJ..I , 
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III. I - NDIVIDUALIST 
Let's jump down to this one, who is very closely related to the 
11others" .. You know this fellow, the one who can go it alone _ wbo 
sneers at the efforts of cooperatives - who can get along without 
the services of the fertilizer or feed experts - who thinks he is 
smarter than the county extension agent or the vo-ag teacher, or the 
university specialists. You and I have both met a few of these, for 
there are some in every community, at least in Minnesota and Wisconsjn, 
and I would presume in t=ieh~n too. yo. w fl /:le o;. 
·' J 
Why does this individualist need cooperatives? Again, the competitive 
aspect enters in, for if the cooperative would close operations, this 
individualist might then well be at the mercy of those whose main 
purpose is to make a buck - yes, even a big buck, by taking higher 
margins on supplies furnished or products marketed. (Again hit their 
- -
-situation.) 
Convincing this individualist of the need for cooperatives is like 
banging one's head on the door - a rather painful process at times, 
but it can and needs to be done. 
IV. A - GRICULTURE 
This point could well be the subject for a 20-30 minute discussion. A 
recent release from the USDA stated that gross farm income had increased. 
This of course made the headlines with our consumer oriented news media, 
without much being said about the continuing cost-price squeeze, as 
the capital-labor-service inputs continue to rise in cost, thus wiping 
out much of the so-called gain. 
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Whether it be in the area of: 
(TRANSPARENCY I) 
1. Reducing the costs of the inputs - that is, feed, 
seed, fertilizer, petroleum, chemicals, etc.; 
2. Decreasing the costs of handling and processins the 
products marketed; or 
3. Increasing the return on productQ marketed, 
it seems to me that cooperatives have played and will continue to 
play a vital role. 
·' 
Ken Stern, now retired, but for years the president of the American 
Institute of Cooperation, said it so well when he stated, "If every 
member of every cooperative in the United States, starting tomorrow 
morning, would patronize their own business -·the businesses which 
their own money is in, which they own and control, the unit volume 
would go up sharply, the costs per unit would go down, and the net 
margins at the end of the year would do more to raise net farm income 
than all the bunk that comes out of Washington and all the farm programs 
you can ever put together." (Even with new politicians going in.) 
+~;; y~ov. 
Cooperatives have made significant contributions to crop and animal 
agriculture in the past, but the surface has only been scratched and 
cooperatives.can ao much in the future for upgrading ~nd improving 
agricultural income. Farming is up for grabs, in the custody battle 
of the century. The necessity for farmers to work together, to 
organize and control their own decision-making, to maintain control 
of agriculture, was never more important. 
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As members of cooperatives, I think the question you must answer as 
to the role cooperatives will paly in the aericulture of tomorrow is 
this: 
(TRANSPARENCY II) 
Will Our Cooperatives Be 
1. Where the Action Has Been? 
2. Where the Action Should Be? 
3. Where the Action Is? 
Logically following the agriculture point in this presentation is 
the next one, which talks of farmers. Yes, you the farmers, the 
producers, need cooperatives to provide-marketing power - to maintain 
a consumer franchise - to become basic in production of material 
inputs - to do all the things which cooperatives have been doing for 
many years. 
V. PART-TIME FARI'!ER 
Let's take a look at the part-time farmer and see why he needs 
cooperatives. In going through the information forms submitted to 
us in our Land O'Lakes Young Farmer Program, it was interesting to 
see how many of these 25 to 35-year-old farmers started OD a part-
time basis, through a working arrangement with father or relatives; 
through rental or purchase of a small acreage; through ieasing OD a shari 
arrangement with the land owner. Those people who may be working in a 
factory, or teaching school, or driving a milk pickup truck, or doing 
many other types of work, yet at the same time are carrying on a 
farming operation, can well utilize the services cooperatives provide. 
(Very prevalent in fH*A;td~s) Such services include custom fertilizer 
spreading, weed sp:tlf' or insecticide application; feed grinding and 
mixing, and many other similar services. 
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Part-time farmers cannot afford heavy investment in machinery and 
equipment and must rent equipment or hire custom operators to do 
many things. Cooperatives have a challenge to fulfill the needs of 
these part-time farmers, for in many cases they become the full-
time and larger farmers of the future. 
In discussions with cooperative managers in Michigan, Indiana, 
Wisconsin, Ohio, Illinois and Minnesota, I have learned that part-
time farming is an accepted way of life for many farmers, even the 
older ones, so we must not overlook them in setting up of goals and 
objectives of serving members' needs. 
VI. SMALL FAR1"1ERS 
In listing small farmers as a eroup who need cooperatives, I realize 
I may be treading on dangerous ground, for what is the definition 
of a small farmer? Do we define in terms of acres farmed; livestock 
numbers; gross income, or just how? I'm not going to list any guide-
lines, for a large egg producer in Minnesota might be considered small 
in Georgia or California. A thousand acre farmer in Iowa might be 
fairly large, while in Montana a 1000 acre ranch might be small. 
What I would like to emphasize is that small farmers can get the 
advantages of bigness and market power by pooling their purchases of 
supplies or marketing of grains or other products. 
We hear many discussions and arguments about whether big farmers and 
~ml::\:\ 1 f~~~h:~rfl ~.f.'(> ~(lmpotd bJ e .in a co~p('rnti ve, which brings us to the 
next point. 
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VII 0 VERY BIG FA1"?1'1EHS 
e the . o "B" ' t · As you can se , re is n in coopera-ives, so I have used a 
bit of poetic license to talk about very big farmers, which can cover 
quite a gamut of operations. Perhaps this point has already been 
covered under the I or Individualist point, for in many cases the 
big farmer does negotiate or bargain very extensively for supplies 
of petroleum, fertilizer, equipment. 
In speaking to the question of 11 Can I afford to stick with my 
cooperative?" a large farmer from 1'1issol.J,ri sa~d that price and 
service must be in line with competition, otherwise he would have 
to do business elsewhere. He said that he would stick with his 
cooperative if doing business with it contributed to the profitability 
of his operation. 
Thus the burden of proof of need by the big farmer for his cooperative 
seems to fall back on the cooperative as to pricing methods; discounts; 
service offered; amount of refunds; revolving of equities, and other 
factors. 
It seems to me that from a volume standpoint; from overall efficiencies, 
and building stronger cooperatives, the slogan "Large or small, we 
need them all" .might be most appropriate. 
The next point requires very little explanation, as it is: 
VIII. EFFICIENT FARMERS 
Yes, in many cases the productivity and efficiency of farmers has 
- 10 -
been increased because cooperatives took the lead in providing: 
1. Open formula, efficient feeds; 
2. Higher analysis, easier handling and 
spreading fertilizers; 
3. Custom services such as fertilizer 
spreading, weed spraying, grain drying, 
feed grinding and mixing, and on down 
the line; 
4. Better fuels, oils, and greases for high 
cost machinery. 
' If farmers are to remain efficient, cooperatives can help them, but 
only through providing more of the services needed, such as record-
keeping; farm management advice; better production methods; research 
and development of new and improved products. There are indeed 
challenges here for local cooperatives and regionals such as Land O'Lakes 
Now I think we've covered just about every group or class of farmers 
except one, and that's the: 
IX. RISING GENERATION (YOUNG FARMERS) 
I guess we-don't have to be reminded that we have a new breed of 
customer or prospective member to serve today in the Young Farmer. 
These ~oung farmers don't have a great deal of loyalty for coqperatives. 
They don't care what the cooperative may or may not have done for his 
father. They don't really understand what a cooperative is, and I'm 
afraid they haven't been told what a cooperative can do to help him 
farm more profitably. 
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These young farmers are interested in: 
(TRANSPARENCY) 
lo Increasing the size and scope of his operations; 
2. How to obtain the necessary (usually more) capital; 
3. How to cope with perennial labor shortages; 
4. How to become more efficient; 
5. How to do a better job of mana~ing; 
6. How to extend his production enterprise as close 
to the consmner as possible: 
7. Others 
Now to serve this young farmer, I think we in cooperatives must say 
11 How can we best serve these interests?". One young farmer was very 
blunt in saying, right here in J?o.~: 
"The man that came up through the struggle of the 
cooperative had a loyalty to his cooperative. We young 
men appreciate this struggle, but now when the cooper-
ative opens his business door in the morning, it must 
be competitive in service, quality and price. The 
cooperative managers and employees must have authority 
to do business. They have to have knowledge of their 
products. They must be able to quote prices and stand 
·behind their word 'without having to check -at the next 
regular board meeting. Most cooperatives sit and wait 
for the farmer to come to their door. Every Tuesday 
morning an independent feed company salesman comes to 
my farm to take my feed order, followed by free supplement 
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delivery. I think the co-op manager, fieldmen and 
employees must visit our farms. Cooperative director-
ship must be filled by men who are active in our business 0 
Too many cooperative boards are filled by men married to 
the job,~. In the same token I realize we must make 
ourselves available for these directorships." 
Okay, so what are the young modern farmers lookine for or expecting 
insofar as their cooperatives are concerned? Because of time 
limitations, I'm not going to say much about any of these, but 
list them for you to think about: 
1. A growth organization - not growing for the sake 
of bigness, but for the health and well-being of 
the organization and its members, and in a pro-
gressive way. 
a. Reduce costs 
b. Retain people 
c. Not limited to one generation or 
lifetime 
2. A profitable organization - one with earnings 
·or savings o 
a. Can be non-profit by reason of reverses 
er troubl~s, but n~t ifl ~ pl~nned way • 
. 3. Return on Capital -
a. Invest money in services which members 
need and are willing to support - areas 
which are clearly related to farm enterprises. 
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4o Elimination of Obsolescence -
a. Just as on farm - must keep up-to-date. 
bo Stepped up research. 
c. Management and Director Trainine. 
5. Q - s - p 
ao Quality 
b. Service (Trained Personnel) 
c. Price 
6. Opportunities for Participation. 
a. Not at economic sacrifice. 
bo Programs to attract participation. 
c. Individual importance - emotional warmth. 
d. Direct contacts with member. 
7. A Long Range Sense of Purpose for Members. 
So, I guess the monkey is on our back, but we must try and understand 
these young farmers, take them into our planning and make them a vital 
part of the team if we are going to keep pace and revitalize our 
cooperatives. 
Next we go-to -
.. 
X. !C.EEN-AGERS (YOUTE) 
Yes, our FFA, our 4-H'ers, our Future Homemakers, do need cooperatives 
in many of the activities in which they are involved. Again we in 
cooperatives must continually tell our story - must educate and 
reach the teachers and those who influence the youth. Otherwise we will 
lose them, I fear. 
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We in Land O'IJakes have worked actively with Future Farmers organ-
izations in the states; with extension service, with 4-H Club Foundatjons 
and tour groups. Local cooperatives =su,1 M¥g: iil!StCli also have a respon-
sibility to be more active in sponsorship of any sound youth activities 
where we can tell and sell the cooperative way, and demonstrate why 
youth do need cooperatives. 
The good book says, "The last shall be first, and the first shall be 
last", and that's the way this transparency worked out, for the last 
point for discussion is: 
XI. c - O.MMtnn TIES 
"Cooperatives - Community Builders" was the theme for October -
Cooperative Month in 1968. I was pleased to see the recognition 
which cooperatives received for the many contributions they have 
made, not only to rural, but also to urban communities. In too 
many cases, I fear, cooperatives have been taken for granted by 
local businessmen, such as bankers, store owners, automobile dealers, 
. ' 
and others. This has probably not entirely been the fault of the 
business people either, but perhaps the manager, the cooperative 
employees, the cooperative directors, and yes, even the members of 
the cooperative have not been as positive and energetic as they 
could have in telling their story and working in the community. 
Substantial investments in processing, manufacturing, marketing, 
farm supply handling, and farm business service facilities are owned 
by thousands of cooperatives throughout this country. Cooperatives 
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thus become an important contributor to the econonic \·JCJ 1-beinF of 
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many communities, not only in the tax 1nse for schools and local 
governmental operations, but also through the providing of employment 
for peoplee At the same time, cooperatives are providing markets for 
the products of its farmer members, thus pum.pine; money back into the 
communities. I'm always happy when a cooperative does a r:;ood job of 
telling about its equity retirements, or uses a gimmick like the $2 
dollar bill distribution to demonstrate the impact of the cooperative 
in the area. 
Communities need cooperatives, but cooperativ~s also have a duty to 
be interested and influential members of the community - to be 
members of the Chambers of Commerce or Civic Clubs - to participate 
in community activities. 
I wonder just how alert you people really are, and if you have noticed 
that there is still one word which has not been completed. Perhaps 
you wondered when I was going to get around to the 11 E11 and just what 
group I. was going to talk about. Actually the 11 E11 stands for EMPLOYEES. 
You might well raise the question - Do employees need cooperatives or 
do cooperatives need employees? Actually, I think it is a reciprocal 
arrangement 1 but let us not lose sight of the fact that many employees 
are involved in cooperative endeavors, perhaps for varied reasons. 
In my case, I grew up in a cooperative environment where my father was 
one of the cooperative leaders on the original board of directors of a 
northern Minnesota Rural Electric Cooperative, and also involved in 
other cooperative endeavors. Others work for cooperatives because 
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they got a job with a local cooperative while they were in hlBh school 
t 
or shortly after they graduated. Some employees have been pereon&lly 
motivated by the overall cooperative philosophy, much an I have. 
Other employees may work for cooperatives because they like the 
people they work with and they like to work with farmers. 
However, all employees work for cooperatives because of what we call 
our capitalistic system, that is, profit. We hope that the cooperative 
will reimburse us with a salary and fringe benefits which will enable 
us to enjoy the good things of life·. This is ,an area where cooperative~ 
have made some progress, but where much more needs to be done if we are 
to attract and keep top-notch, productive employees. 
Thus, as in the old argument as to which came first the chicken or 
the egg, I am not sure whether cooperatives need employees or employees 
need cooperatives, but feel that they cannot be overlooked, they are 
an important and vital cog. 
Ye have now completed our name. I am sure we could list other groups 
who need cooperatives. I'll let you think of others, but hope I have 
given you some answers to the question, •1'WHO NEEDS COOPERATIVES? 11 • 
1 9 7 2 
AMERICAN INSTITUTE OF COOPERATION 
GRADUATE AND COLLEGIATE SEMINAR 
GETTING THE JOB DONE 
It is a privilege to be the closing speaker on the very first Graduate 
and Collegiate Seminar ever held at an American Institute of Cooperation summer 
meeting. 
This was an experimental program, and if comments from you have any 
meaning, a most successful experiment. I predict the Graduate and Collegiate 
Seminar will grow into a most important part of future AIC summer meetings. 
Each one of you can sol'.:t of consider yourselves to be "charter members" -- and 
as you hear about the G & C Seminar in later years you can say "I was a 
student at the very first one•" 
"Getting the Job Done" -- that was the title assigned to me. Hardly 
an innovative arrangement of words. -- It's been used over and over agnin. I 
would like to change it •••• 
"What you Sees is What you Gets." Doen this statement remind you of 
anyone? Sure Flip Wilson -- or to be more specific, "Geraldine." But I'd 
like to make two changes -- remove the words "you" and replace them with "they." 
So the end result will be -- "What They Sees Is What They Gets." 
Presented by A. F. Kemnitz, Director of Public Relations, FS Services, Inc., 
on August 3, 1972, at the Graduate and Collegiate Seminar, American Institute 
of Cooperation, held at lowa state University, Ames, Iowa. 
Who a re "they?" Everyon" h · 1:; w o sees you or is in contact with you in 
your daily work -- in trying to "get the job done." For I would like to visit 
with you for a few moments about your image. This is what "they sees" __ your 
image. Everyone has an image -- but how do people rate it? usually either 
good or bad -- and seldom anything in between. It is most important for you 
to have a good image it will help you in "getting the job done." 
My time will be spent in a simple "corn field approach" to building an 
image. It is built around four words -- the words beginning with the letters 
A, - C, - P and C. And they must be in the proper order. 
ACQUAINT 
The first letter is "A", and the word is ACQUAINT. Nothing of any 
importance really happens until you become acquainted with another individual. 
By becoming acquainted, you have the opportunity of meeting new people --
making new friends. Making new friends -- in my book, is the most gral.i.fying 
result of making an effort to become acquainted with any stranger. I believe 
it was Will Rogers who said "I never met a man I didn't like." -- And it is 
also said that people who know each other very well seldom fight. I have 
always found it very difficult to get very angry at someone I know quite well 
regardless of what may have happened. How many times have you formed a bad 
opinion about someone whom you may have heard about or read about, and after 
becoming well acquainted with this individual, found that you were completely 
wrong. 
If you want to become acquainted with someone within a company, or an 
organization, always make your first contact with the top man. He probably will 
not be the man you will be contacting on a regular basis within that company 
but you will be sent to the proper party, and in the meantime, have had the 
opportunity of becoming acquainterl with at least one more individual, possibly 
r.1~v~ro.l mo't'.'o, within this pn:r.tic·ula:r: o:rqnnization. 
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There is an old saying that is rather descriptive -- "It you want toto 
be a big flea, you have to be around big dogs." 
WHEN should you get acquainted? As soon as you rnove into a new community, 
take a new job. In any community, there are newcomer organizations, church 
activities, civic organizat~ons, and a long list of other organized efforts that 
provide the opportunity for making a number of new acquaintances in a short period 
of time. 
Within organizations. How many times have you seen a group of individuals 
from one company go to a district or regional meeting, ride together in the same 
car, sit together at the meeting, sit together at lunch, and then of course ride 
t?gether on the way ho~e? Opportunity for getting acquainted with new people 
is very limited. Compare this method to one where you follow the practice of 
"scattering" once you get to the meeting, everyone sit with someone you do not 
know, and then on the way home, exchange information. But most importantly, you 
will have made a new acquaintance -- possibly a new friend -- and most certainly 
you should have broadened your knowledge. And it has provided the opportunity 
for you to enhance your image and that of your company. 
WHO should you know? Obviously it is impossible to know everyone in a 
community, so you should make a priority list, and classify individuals. For our 
local FS Cooperative managers, I would offer the following list -- that the 
manager should know very well -- in the following order: 
1. Employees 
2. Patrons (customers) 
3. Family 
4. or 5. Relatives 
5. or 4. Competition 
G. Othor busincrns or9tm.:I zntions 
a. That you patronize. 
b. That you do not patronize. 
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In this list, nu~bcrs 1, 5, and 6 are self-explanatory. N 2 h ld O. S OU 
be, but let me elaborate. I feel a local cooperative manager should know every 
patron of his company. Well let me phrase it a bit differently. I feel that 
through his business and public relations activities, he should have d expose 
himself so well that every patron will recognize the cooperative manager, either 
on sight or by name. 
No. 3 applies mostly within our FS System, as we are affiliated with Farm 
Bureau in each of our three states of Illinois, Iowa, and Wisconsin. we use the 
"family" to mean all of the officials of the state and local Farm Bureaus and 
the employees of the several other organizations also affiliated and part of the 
"family." 
No. 4 as "Relatives." These are identified as all companies or organi-
zations who are also directly engaged in serving agriculture and the agribusiness 
community as we are in FS. 
Note that "Relatives" and "Competition" both carry No.'s 4 and 5. I place 
great value in knowinq your competitor. That's why I have given 4 and 5 almost 
equ~l rating. Respect your competitor, and who knows, he might even defend you 
at some time when there may be misinformation given about you. I have seen it 
happen. 
Each individual should prepare his own priority list. The important 
point is this -- do not confine your acquaintances to individuals within your 
own organization. And I believe this is equally important in one's social 
activities. 
Two Irishmen were lamenting the fortunes that had been made by a number 
of individuals. Pat said to Mike, "It ain't what you know, it's who you know that 
rei"lly counts." -- Mike replied, "Tain't so at all -- what's really important, is 
-s-
COMMUNICATE 
The second letter, "C", stands for COMMUNICATE. Good communication is 
really the bond that holds together the structure of a successful organization. 
It is always easier to conununicate with any individual if you are already 
acquainted. Especially if the conununication involves some problem that needs to 
be discussed. So the rule is -- get acquainted as early as you can -- it 
facilitates later communication. 
Communication is difficult at best -- for in our English language, 500 
of the most commonly used words have an average of 28 different meanin~s (per 
Groves & Vilstrup, University of Wisconsin), and this alone causes problems. one 
of our local cooperatives advertised they were going to conduct a Corn Clinic 
and nine women showed up with foot problems. 
Some people say they just can't communicate. Nonsense! I'm sure you 
have all heard of Dale Carnegie's book -- 0 How to Win Friends and Influence People." 
Have you ever noticed how easy a dog wins friends and influences people? And he 
never even read the book!! He communicates! 
Communicate in a different way. Example: There is a weekly publication 
in our office that contains among other newsy bits, a want ad section. One lady 
had 6 part Siamese kittens for sale. The ad could have read "Six part Siamese 
kittens for sale" -- but this lady wanted to do it a bit different and the ad 
read, "Six kittens for sale. Mother was a pure Siamese, Father was just a friend." 
The ad brought a tremendous response!! 
Another example: A tribute was to be paid to two individuals in attendance 
at a seminar. The printed program could have identified this as "A Tribute to 
Messrs and II Instead, the program read, "Honor 
~~~~~--~~- -~--~~----~ 
Them While They Are Alive." Everyone wondered what the event was, it caused much 
communication in the two days previous to the banquet program where this was 
scheduled, and the two recipients had no knowledge whatsoever of the honor that 
was to be accorded to them. 
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I have a philosophy as it relates to person to person written coirununi-
cation. Perhaps it should be identified as an objective. When the recipient 
reads the note, letter, etc. -- does it change his facial expression? Hopefully 
so, and preferably in the "direction" of a smile. 
Communications with VISUALS. If you use visuals of any kind, and if the 
printed matter is not large enough in order that everyone in the very last row 
can easily read the entire message FORGET the visual. If it cannot be easily 
read, you immediately set up unwanted conversation in your audience, such as, 
"Can you see that stuff up there?" -- "Must be roy eyes," -- "I need glasses" --
or -- "I wonder what dumb nut prepared that!" 
It's important to communicate. A teacher asked her class of first graders 
"Who were the first Americans?" One little boy said, "Columbus and his crew." 
Teacher: "Weren't the Indians here first?" -- Boy: "Yes, but they didn't tell 
anyone!" 
It matters not whether the message is grammatically correct -- the impor-
tant point is whether the message "comes across," and is remembered. 
PARTICIPATE 
The third letter, "P", stands for PARTICIPATE. 
The definition of this word makes the intent evident. I also interpret 
it to mean "belong," and "share." Belonging to organizations that are not 
specifically related to your occupation, and then becoming actively involved. I 
like the theme used at the annual meeting of one large company --- "Success is 
Getting Involved." I believe this. 
There are so many organizations -- civic, community, professional, etc.,--
that an individual can join, and become involved. 
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Each and every one of us can usually make a greater contribution when 
we are members of an organization. For an organization is that medium in which 
people can work together more effectively than they can alone. Oh sure, organi-
zations have policies, obligations, plans, functions, responsibilities, etc., ---
but all of these are a part of becoming involved in a common effort with other 
people. You can do nothing, but the trouble with doing nothing is that you 
never know when you are finished. 
Becoming involved --- a sad commentary on our times is the prevalent 
attitude among our citizens of not wanting to be bothered. It's been said that 
the position of our population on most issues today is about as follows: 1% for, 
1% against, and 98% neutral. An exaggeration, but it does make a point. 
Get involved -- participate -- in volunteer work, such as United Fund, 
etc. It may not always bring you much in return, but it does add substantially to 
your image. And this is a definite plus, regardless of your occupation or 
profession. 
How do you get the help of others? Help them! 
The satisfaction and pleasure of participating -- sharing -- is best 
illustrated by this little saying, -- "Life is so much easier when you share, 
-- I'd rather lose at pinochle, than win at solitaire." 
COMPLIMENT 
That's the fourth letter, "C", and the word -- "COMPLIMENT." When was 
the last time you complimented someone on a job well done? Why is it that so 
many people today fail to show any concern whatsoever for their fellow man, 
whether it be within their own company or organization or in society as a whole. 
(The "C" could also stand for "CONCERN.") 
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But it's the word "compliment" that I want to discuss briefly. Any note 
or letter of compliment will always reach the party to whom it is addressed. 
Much routine correspondence directed to busy executives is usually handled by 
secretaries or special assistants. But you show me the secretary who will keep 
a complimentary letter away from any top executive, and I'll show you someone 
whose job will be in jeopardy -- if that TE happens to find out about it!! 
And whenever you write a complimentary note or letter, why not send a 
copy to the individual's immediate superior -- his boss -- if this is possible. 
The recipient may hesitate to forward his copy, but he won't object to your send-
ing one. In fact, it will enhance your image by doing so. 
Did you ever realize that a complimentary note or letter can be the key 
to becoming acquainted with someone? Suppose you hear a speaker who really 
impresses you, at a seminar such as this, at the AIC, or some other meeting. 
Write to him, express your sentiments. I will wager a small fortune (very small) 
that the next time you see him, if you introduce yourself, that individual will 
respond -- "Oh you're the fellow who wrote that nice letter following my message 
II And you have an inside track to becoming personally 
acquainted with him. 
So you see, the last "C" in my four letter formula might sometimes find 
itself at the front, in order of importance, and the formula could read C, - A, -
P, and c. 
CONCLUSION 
This my simple philosophy as it relates to building or enhancing your 
image. If you will practice the meaning of the four words -- ACQUAINT, COMMUNICATE, 
PARTICIPATE, and COMPLIMENT, --- the formula will work. And it will help you in 
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"Getting the Job Done." Very few people ever "got the job done" without a good 
image. So do all that ~ou can to continuously enhance it. 
Now why do you Ruppose I chanqed the title to "What you Sees is What You 
Gets" -- or as revised, "What They See.,; is What They Gets?" Well, first of all, 
I think the title is somewhat descriptive of a person's image. But even more 
important is the fact that I am reaching out for someone to help me in communicat-
ing this message far beyond thjs date of August 3, 1972. For it is rny hope that 
every time you see, hear, or read about Flip Wilson, and his famous "Geraldine," 
you will ask you"t:"self the question "Wh;,it are they seejng -- and what are they 
getting?" And algo, the question -- "What did I do today to build or enhance my 
image?" 
10/02/72 
co 
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MEETING THE CHALLENGE OF THE FUTURE 
As I searched my mind the last few days wondering what I might say 
to you this morning, a frustrated feeling came over me as I realized the 
responsibility that rests on each of us as leaders in agriculture. Each 
of you is a leader as you were chosen by your fellow Producer members to 
represent them. Consequently, you speak today for some 300 members of 
Producers. 
The challenging thought that came to my mind was, are we properly 
communicating with each other to truly meet the future with the zest 
and confidence it takes today to be successful. Have we given you the 
opportunity to express yourselves? Are you willing to involve yourselves 
more in a dialogue of the complexities ahead? 
They say there are three kinds of people - those who make things 
happen, those who watch them happen and those who do not realize any-
thing is happening. Which do we want to be? 
Thanks to our forefathers who left for us the heritage of the coopera-
tive movement, farmer cooperatives are a potent force in American Agri-
culture. There are over six million members involved with some 7,700 
cooperatives serving agriculture in 50 states. These are farmer owned 
and operated providing their members with a wide range of marketing 
Presented by William Hoewischer at the Producers Advisory Meeting, Center 
for T01m>rrow, Ohio State University, October 6, 1972. 
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and farm supply services. This represents a combined economic power 
second to none in organized agriculture. If this economi' power could 
be effectively allied with political interest and perticipation, Amer-
ican farmers would have a most potent voice in national affairs. 
Here again, are we communicating with each and other coopera-
tives to radiate our strength! 
I am a Shorthorn breeder but I like to look across the fence once 
in a while, and l enjoy reading a journal called Bull-0-Gra.m put out by 
Jerry Litton> a young agressive charolaise breeder who is not afraid 
to speak out and sometimes breaks with tradition. Some of you may have 
heard him at the Ohio Cattle Feeders meeting last winter. He came up 
through FFA and is now a candidate for Congress in Missouri. One of 
his recent editorials was titled "Who is Speaking For You?" Let me draw 
from some of his comments. He says that most organizations to which we 
belong operate under a democratic form of government and we assume 
that those who speak out for us are representative of the thoughts of 
those who hold membership in the organization. This, he says, in reality 
is not true! Elected high officials of our country are not elected by 
the majority of its citizens over voting age, but rather a majority of 
those who vote. By the same token, organizations are run by officers and 
directors elected by active members of their organizations. Then he says 
it follows that the actions of the organization reflect the views of the 
active group. This active group is you! 
Now we have all heard the expression - the squeaky wheel gets the 
grease. In the old days the man in a buck-board had little trouble telling 
which wheel needed grease, but the man in the air-conditioned cab of 
a big combine with the radio on has a more complicated problem. So now 
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you have special sensory devices to tell you when something is wrong. 
Doesn't this illustrate conditions in agriculture today! If you want 
to be heard you have to be involved and be among the active group whether 
it be in the lodge, c~urch or your cooperative. Look around and see 
who is speaking for you! Do they represent your views? If not, a.re 
you wr0:i.g for not being there and speaking for yourself? 
Again I come back to my original concern and that is are we giving 
you proper channels to voice your opinions, and second, are you willing 
to take the time to think and express your views? 
I realize it is hard! We think of things while on a tractor in 
the back 40 and then forget them later or we get uptight as to how to 
express our views. 
I am reminded of a true story that some of you may have heard me 
tell. It so happened I sold a boar to a man and the boar didn't work 
properly for the man; so he stopped in my home one day to tell me his 
problem and as usu.al I wasn't home and he had to talk to my wife. She 
asked him if she could take a message for me from him and he began to 
sort of search for words and hardly knew how to express the problem 
until finally he just said, ''Mrs. Hoewischer he just doesn't seem to be 
at the party!" Well he got his point over very well. 
All of us I am sure can make our point if we will just try. By 
working through our cooperatives we all can help each other in many ways 
and achieve our common goal of making u. S. Agriculture the most profit-
able and satisfying business in the world. 
We need to continually dress up the image of agriculture. We have 
-4-
nothing to hide. Our production genius is the envy of the world. 
However, probably our passion to produce robs our time of other 
significant areas which are important too. 
It's imperative we continue dialogue with our consumers and that 
we mingle with people in other walks of life. It will broaden our view-
points and perhaps win for us friends who will understand agriculture 
to a degree that they will speak for us part of the time. You know 
what we say about ourselves in advertising but what others say about 
us is reputation! There is a difference! 
All of us know the importance of prosperity in agriculture for the 
benefit of all. It provides plentiful supplies of food - makes many 
jobs and turns a lot of dollars. Conversation across the card table 
and at other rural-urban gatherings can be most effective in getting 
this message across. 
I don't know what you think of Secretary of Agriculture Butz, but 
I feel he is one of the greatest ambassadors agriculture has had for 
a long long time. He speaks with authority and is so fluent that not 
even the news media is able to shake him. I am glad he is on our team. 
Now lets turn more specifically to the field of livestock marketing. 
Thomas Jefferson once said he would rather dream of the future than 
talk about the past. It's also been said that when we begin talking 
about the past more than the future we are getting old. Someone asked 
Maurice Chavelier one time how he liked getting old, and he said it's 
not so bad when I consider the alternatives! 
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At the risk of getting old I would like to refer to the past and say 
Producers has updated livestock marketing over the years and today offers 
farmers many alternatives in marketing their livestock. 
Let us take a look at the present. You are not complaining about 
livestock prices now! But what makes them good? Could we say that supply 
is in better balance with the demand? Wouldn't it be great if we could 
keep this balance? 
Our specie groups such as Ohio Beef Market Comnittee and Ohio Pork 
Producers in concert with the National Livestock and Meat Bd have helped 
immensely to strengthen consumer demand for red meat. Their educational 
efforts could have long range benefits in building higher per capita con-
sumption. 
Somehow we need to manage this supply within some kind of limits. 
Will we ever do this voluntarily without some kind of marketing order 
or contracting arrangement? 
Many say farmers will continue to over produce until prices make 
it unprofitable. Somehow I think we should be smarter than that! 
Of course, much conversation is made about contracting and integra-
tion. They rose from 19% - 22% of overall agricultural output during 
the 19601 s. Livestock contracting, however, showed a gain of 27% - 31%. 
Vertical integration 3 - 5%. Somehow I have reason to doubt these 
figures. 
As I look at the broiler industry and the egg business where con-
tracting is prevalent I WODder if they are any better off than we are! 
Certainly the price of eggs hasn't excited anyone. 
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l>r. Max Brunk, a not•d eeonomiet, 1ay1 that in 11p.lto of our hopo1 
and desires, the traditional cyclical movement in livestock numbers will 
continue to haunt the livestock industry and the smart producer will gear 
his production and finances to this fact of life. He also says, ''Market 
power is a product of alternative opportunity. It is the ability to 
turn to other markets, divert products to other uses to be free from 
the mercy of any one outlet." 
I believe our EOB hog boys have some of this market with their many 
packer out lets. 
Our aim toward important marketing livestock centers over the state 
with auction selling brings together large numbers of livestock and 
attracts many buyers who want to see the livestock they purchase. It's 
a great barometer of prices and isn't altogether appreciated by many 
who are not in sympathy with auctions. 
There are some who feel we haven't innovated enough to capture 
all the advantages of the auction principle. 
Ralph D. Johnson of the University of Nebraska says that a marketing 
method not being used in the U.S. is the only method capable of satisfying 
the necessary conditions of a perfectly competitive market. 
This challenging statement followed a study by Johnson of some eight 
selling methods. Now I'm always a little skeptical about studies. You 
know down in the great cODDOnwealth of Kentucky a detailed study was made 
by the tobacco industry with a group of chain smoking pregnant mothers. 
A careful check was made regarding the nicotine content of the cigarettes, 
the number smoked per day, whether they were filtered or unfiltered, etc., 
and you know what they found out about all the babies? They all bad 
butts. 
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Well, back to Mr. Johnson. As he ranked various selling methods 
as to marketing cost, pricing efficiency, bargaining position of the 
producer or seller and applicability to the industry, he found in his 
opinion some shocking things. 
In a publication "Air Economic Evaluation of alternative Marketing 
Methods for Feed Cattle" Johnson says teletype selling ranks highest in 
price efficiency because it is the only selling method capable of creating 
the single feed cattle market that is required for fair pricing based 
on national supply and demand conditions. He further says teletype selling 
is the only selling method capable of keeping all buyers and sellers 
informed on current exchange prices. 
As he ma.de up a composit ranking on price efficiency, 3olmson found 
teletype auction selling #1, telephone auction #2, terminal marketing #3, 
country commission #4, direct and telephone direct :/FS, auction market 
selling 16 and consignment selling #7. He further stated that six of the 
eight selling methods had no effect upon producer bargaining position. 
The other two - terminal and auction selling - had a negative effect. 
Incidentally teletype auction selling is now used for hog marketing 
in Canada. 
Mr. Johnson, of course, is very confident that this is the way of 
the future and that it is only a matter of time until it will be initiated. 
He feels it can best be done by an existing farmer owned organization. 
Well, I enjoyed his analysis very much and whether I agreed on all 
his statements I would surely like to hear him face to face sometime. 
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Somehow I am not ready to sit down and say we have the best market-
ing procedure that can be produced. 
In view of this I suggested to Gary Producers give thought to hosting 
a livestock marketing symposium during which we would call in top people 
and hear the latest thinking. 
We have been leaders in the past and we wa.nt to continue to merit 
that status. 
We must remember that our young farmers are more impatient and want 
solutions sooner than we and our forefathers. 
If we expect to interest them and gain their confidence, we must be 
perceptive to changes and alternatives in marketing. 
Lets be proud of Producers. Let people know what you think. Be 
a builder. Be interested in those around you. Use your God-given 
talents and you will be rewarded as well as those around you. 
